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Sy.planatlon  of  Qraph»  Figure  ^ 
HISTORICAL  IITVSSTMBNT  AND  DEFERRED  EARNINGS* 


T'he  final  result  of  the  historical  evaluation  and 
especially  of  the  trend  of  development  during  the  period  of 
electric  operation  hf  the  surface  lines,  is  indicated  by 
these  curves,  all  of  which  are  referred  to  the  base  line  of 
fiscal  year* 

The  upper  curve,  ”Net  Investment”,  showing  growth 
of  Investment,  should  be  held  in  mind  as  an  approximate  mea^ 
sure  of  the  relative  size  of  the  property  and  voluj^ie  of  oper- 
ations for  the  early  and  late  periods  of  development. 

The  saw-toothed  curve,  ’’Annual  Rate"  Earned” , indi- 
cates the  annual  not  income  balance  (applicable  to  fixed 
charges,  amortization  and  surplus)  in  percent  of  the  average 
net  Investment  for  the  year* 

life  As  a matter  of  fact,  practically  no  amortization 
reserves  have  been  made  In  this  property  to  absorb  accrued  de- 
preciation by  reason  of  the  insufficiency  of  Income  of  past 
years*  The  annual  rate  earned  was  thus  more  apparent  than 

Curve  ”d”,  showing  ”Deferred  Earnings”  or  cumulative 
surplus  and  deficit  in  this  net  income  balance  indicates  the 
relative  possibility  of  the  electric  property  as  a whole 
earning  an  assumed  fixed  rate  of  8%  on  the  net  investment  for 
fixed  charges,  amortization  and  surplus#  Consequently,  the 
downward  tendency  of  the  curve  after  electrification  was 
completed,  really  indicates  the  true  trend  of  electric  railway 
operations  in  comparison  with  the  income  realized  from  the- 
rates  of  far©  actually  established  and  in  force. 

Curve  ”C”  corresponds  to  a rate  of  during  the 
electric  period;  Curve  ”B”,  For  a continuing  stable 

business,  there  should  be  no  cumulative  surplus  or  deficit 
at  a fair  rate  of  return,  taken  over  a long  period. 

Cui-7e  ”A”  covers  the  entire  history,  cor^sponding 
to  a rate  of  7^  during  the  electric  period  and  8-9^  during 
the  horse  period,  the  higher  rates  of  early  years  recog- 
nizing the  higher  cost  of  money  commensurate  with  the  risk 
involved* 

The  South  Brooklyn  R.R.Co’s  property  Is  not  in- 
cluded in  these  graphical  exhibits.. 
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Explanation  of  Figire 

TYl^lCAIi  FINANCIAL  PLAIv^S  FOR  RATB^MAKING  PURPCSES* 


Flgur<5  1 covered  only  the  periods  of  horse  and  elec- 
tric operation  - l»e»,  substantially  the  two  generations 
prior  to  the  present  tinie  • 


Figure  3 extends  this  study  one  generation  into 
the  future  assuming,  for  simplicity,  that  the  property 
continues  to  operate  without  extension  or  enlarge^nt,  so 
that  the  appralsSl  as  of  today  may  be  considered  In  the 
light  of  both  the  Past  and  the  Future. 


The  1917  appraised  ”Cost  New*’  value  will  be  seen 
to  check  closely  with  the  historical  value  of  ’Net  Invest-  . 
ment”,  although  produced  by  two  entirely  independent  methods. 


The  “Depreciated  Value”  curve  indicates  what 
“Present  Value”  would  have  been  found  in  the 
anv  time  &f  an  inventory  and  examination  had  been  made  as  oT 
that  year.  For  the  future,  the  dotted  curve  represents 

the-  actual  then  Depreciated  Value  as  - 

appended  Renewal  study.  The  difference  between  the  dotted 
and  the  solid  curve  (shaded  yellow)  then  represents 
balance  in  an  assumed  renewal  fund  calculated  so  as  to  b 
Just  sufficient  to  carry  the  property  over  the  renewal 
peak  in  192 S. 

The  difference  between  the  Net  Investment  and 
the  Depreciated  Value  curves  represents  the  permanent 
ehrlnkage  in  value  due  to  uncompleted  or  Accrued 
tion.  which  can  never  be  made  up  in  any  property  normally 
operated  and  maintained.  This  difference  bee  ones  ralnlmum 
in  1928  when  maximum  renewals  have  been  completed. 


Areas  colored  red  indicate  assumed  amortization 
of  value  represented  by  Accrued  Depreciation  up  to  any 
year  (sinking  fund  basis). 

The  area  colored  purple  indicates  an  element  of 
confiscation  which  would  result  from  the  acceptance  of  a nxexi 
Depreciated  Value  as  of  today  as  a rate-making  base  with 
normal  future  renewals. 


The  South  Brooklyn  R.R.Go’s  pr^operty  is  not  in- 
cluded in  this  graphical  exhibit. 
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Explanation  oX  Figure  4> 
ESTIMATED  FUTURE  RjtoWAL  LIABILITY* 


The  uppe  r curve  1908  to  1919  shows  the  money 
that  has  been  actually  expended  for  Maintenance  and  Re- 
newals binder  tlie  accounting  classification  instituted  by 
the  Public  Service  Commission* 

curve  immediately  below  indicates  the 
estimated  Renewal  expenditures  based  upon  the  assumption 
that  10^  of  the  gross  earnings  were  normally  expended 
for  Maintenance  only* 

The  Renewal  curve,  extended j into  the  future, 
represents  definite  Renewal  maturities  or  the  amount  of 
Completed  Depreciation  as  of  each.  year*.  This  estimte 
is  based  upon  the  assigned  maturities 

Renewals  taken  from  the  depreciation  schedule  followed 
in  the  appraisal*  Other  property  items  are,  correspond- 
ingly distributed. 

If  these  renewal  maturities  could  be 
so  as  to  ”even  up”  the  expenditures  of  the  low  am  hl^ 
years,  a curve  approximating  the  heavy 
ably  resilt,  varyirig  approximately  between  $1,000,000 
and  $c,000,COO  per  year  * s .budget* 

The  upper  right  hand  curve  indicates  the  total 
money  reserves  necessary  to  meet  futur^  renewals  at 
normal  prices,  averaging  about  $1,400,000  per  year* 

It  is  important  to  note  that  these  renewal 
maturities  are  computed  on  a basis  of  normal 
for  construction  materials  and  labor  as  used  in  this 
appraisal*  At  present,  or  actual  prices,  the  money 
ex^nded  for  the  same  physical  reconstruction  would  have 
to  exceed  greatly  ti^  amounts  shown,  perhaps  double. 

But  if  the  gross  earnings  increase  in  the 
the  percentage  reserve  would  remain  substantially  con- 
stant, as  estimated  above* 

The  South  Brooklyn  R.R. Co*  a property  is  not  | 
Included  in  this  graphical  exhibit. 
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CONCmSIONS  FROM  TEE  APPRAISAL  ANALYSIS. 

The  hard  fact  which  the  owners  of  these  properties 
face  today,  as  drawn  from  the  appraisal  report,  may  be 
summarized  as  follows: 

Considering  only  Deferred  Eai^jj^/^s  and  Accrued  pepreciationj 

Rate  1 - Apparent  Average  Rate  Earned  on  current  Net  , 

Inve 8 Ijfrient  during  e le ctr ic  p^r iod  (neglect- 
ing  Accrued  Deprec iat ion.) *oo.oooooooooooooo  6 #60% 

Rate  2 - Actual  Average  Rate  Earned,  correcting  Rate 
(1)  - "6 .BO,  "for  cost  of  carrying  actual  de- 

ficits*  . O . O O O e « O 0 o • o o 0 o • o o . o o o o « o O 6*10^ 

i 

Rate  3 - Correcting  Rate  (2)  • 6*10  «>  for  assumed 
amortization  of  Accrued  Depreciation  to 
date c o o e . O • • o • • • . • o o o o o • • • o • p 0 • • o o o o • o « 0 o o o 5*27% 

( ■ 

Considering  also  futxire  Renewal  Liability; 

Rate  1 - Apparent  Average  Rate  Earned  on  current  Net  - > - 

Investment  during  eieciric  period  (neglect- 
ing  Accrued  Depreciation) •••• o © o . o .o o.o o ©• . 6*60% 

s 

Rate  2 - Actual  Average  Rate  Earned,  correcting  Rate 
(1)  - B‘#60,  foir  cost  of  carrying  actual  de«=’ 

f icits  ••  o •••••••••  O O o a o o 0 o ,0  o fl  o o o o o •••  O o o o o . 6 • 10^ 

- f ■ 

Rate  4 - Correcting  Rate  (2)  - 6 ©10^  - only  to  cover 

Rehewar'Fund  payments  necessary  to  meet  future 
Renewal  Liability  (basis  of  pre-war  normal  I 'J 

Rate  5 - Correcting  Rate  (4)  - 5.86%  - fiorther  to  cover  / 

amdi^rza^on  of  Accrued  Depreciation  to  date  - I 
i*e true  rate  , ” Pay-Down"  plan* . © © o . . © . . 5*03^1 

\ 

Corrections  for  carrying  past  def icits* • • • • ♦ 0*5C^ 

" " renewal  liability 

'*  " amortization. * ■ 

Total,  r*bT> 
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Conclusions  Regarding  Accrued  Pcpreolatl^; 

!•  If  the  basis  of  accounting  under  which  the  Com- 
panies have  been  operating  since  1908  had  been  in  full 
force  and  effect  since  the  beginning  of  electric  operation 
and  a rate  of  return  of  6ol0  were  to  be  assumed  as  a fixed 
and  «falr"  rate  of  return  to  the  investors  on  yearly  Ket 
Investment,  the  revenue  from  fares  in  the  past  years  was  in- 
fact  still  too  low  by  an  amount  , about  equal  to  the  total 
Accrued  Depreciation  as  of  today-  This  so-called  "Pay-Down** plan 
would  then  reqairC  the  acceptance  of  Cost  to  Reproduce  New, 
as  appraised,  for  "fair  value  for  rate-making  purposes  to- 
day"* ■ 

2*  As  a matter  of  fact.  Accrued  Depreciation,  while 

It  undoubtedly  exists,  will  never  become  a present  liability 
until  the  business  is  liquidated  and  passes  into  other  hands, 
as  would  be  the  case  if  the  City  terminated  the  franchise 
tenure  and  took  over  the  property  itself  or  operated  it 
through  the  agency  of  the  licensee.  Thus  In  this  "Pay-as- 
you-go"  plan,  with  an  evenly  maintained  property,  each  gen- 
eration would'  bear  only  the  renewal  burden  incurred  by  the 
past  generation,  but  with  no  additional  amortization  in 
favor  of  the  future  generation. 

3.  In  any  property  appraised  prior  to  the  time  of 
maximum  maturing  renewals,  the  establishment  of  Depreciated 
value  as  a rate  basis  (plus  Capital  Additions  of  the  future 
at  cost),  may  be  an  improper  basis  leading  to  confiscation 
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tlally  capitalized;  apd  even  then  would  only  be  proper  when 
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j)epreoiated^Value  ts  determined  by  apprai8al,-tyeaJ*  “by  yearj-t 


and  when  past  operations  have, in  fact  shown  ^earnings  yield..* 


L a «falrvrct^"  'including. provision  for  full  Deprecia-, 


t ion,  both  'oompleted , and  ac  crued . > 

ft  , % 4:f^l*hB  entire 'question  of  tlie  pi?oprlety  of  using 
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)^;;  De^eoi«^ted^Va3xiV  as basis  of  rates  hinges  upon  whether 
patrcsns  of  "the  road  have^^  in  the  past,  actually  paid  in 

fares  the  1th  11  *oost«ofr service  including. amortization  of 

*■■  , _ 'Si  ' ’’  ^'' 

that  part'^of  tlie^  invested^ principal  represented  by  Accrued 

.bepreclation?^^^/^ ^ 
l^srModii-  of  the  misunderstanding  regarding  Ac- 
^crued^Depr^iation  aif^  present  liability  emd  as  an  element 
of ^ the  true  cos t-of -service seems  to  arise  from  the  lacK 
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1-  of  ^consideration  of  the  probable  franchise  .term  or  tenure 


of  the  owners  of  the  character  of  investiaantp  whether  pro- 
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"■franohis©  tenure*  which,  under  the  prevailing  conditions t 
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|E.  e the''  coat  - of  full  \ndrcon^leie^Tienewale7(  0?*  completed^  deprc-  ?? 

^ elation)  as'iTast  .as  they  mature  i (whether ‘ duetto  n<M?^ 

Rl  and  wear*" or, it 0 obselescence  and  inadequacy)*? and  without 
'‘i.  '"the  necessity- of.  «iay  additional  charge  for /amortizing  ac- ^ 
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requlras  aco^ptaiice  ’of  Qoat  to  Reproduce  New  or  actual  Net 
Invefltment*  » 


\ l!lie  analytical  studies  presented  In  this  re- 


'tpopt  Indicate  that,  in  general,  is  treat  car  operation  in 

mi  ^ t^. 


Brooklyn  has  not/  been  a , continuously  profltabie  operation, 

<1  'iV  .-p  C 'I  p ■■'^'1  - ff' 

'l,when  taking  Into  "consideration  the  results  of  the  entire 
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rfliistary  Of  electrification#  This^i3  simply  another  way  of  . 
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stating  that  the  met'  income  from  the  fares  established  in  the 

-%  \ ^ -- 

various  fj^anchlses  has  been  insufficient,  neglecting  entirely 

•*  ’ 

M,  'IL.  ■ . 

the  added  liability'  of  Accrued  Depreciation,  to  give  what. is* 
generally  held  to  be  a,^”fair  return**  to  investors  on  the 


■iM 


actual  Net  i Investment  made  and at  the 'same  time,  to  provide 
a sufficient, margin  of  revenue  for  proper  reserves  for  current: 


and'future  upkeep#^  This  fact^is"*  deemed  extremely  important 

■ (tidw&l.  ' .It'  J‘ 


end  it <•  is  believed  that  a fair  decision  In  this  case  could 
notftbe  reached  without  ^visualizing  this  past  history# 

i 8#^ If  Public  Policy  contemplates  the  ultimate 
'.transit ion/ of  the  rate  basis  of  value  from  Cost  New  or  Net 

*■  ^ ^ ‘ ■ *'■  i' 

Investment  today  to  Depreciated  Value  at  the  future  termina- 

'"'d  -■-»  ^ * '■  ss 

tlon^ of  corporate  control,  then  the  least  concession  which, 

5 * x„<' 

would  appear  *t6  be  just  to  the  owners  of  the  properties  would 

ip#f*  ® S i'V  - - 

be  that  present  and  future  rates  ^'of  fare  and  return  should 

“■*.  g o ^■A%. 

be  so  calculated  as  to  amortize  gradually  and  ultimately  re- 
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■r  tip^n  to  f the  owners  the  -full  amount  of  the  de ere t ion  in  in- 

TT, , 

Br  vestment  due  kt 6“  Accrued  Depreciation,  over  the  period  in 
' question,  i#e.,,^byvprogreasiwelytamOTtizing ^outstanding  debt' 
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or  jbQLvast  Slant  equivalent  to  thjUiLdecretlon#  Even  in  this 
L*^‘'a.vant,  t&#  awniaps  would  hn'vs  to  dafar  for  20  to  30  years  tl^ 
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full  validation  of  thoir  actual  lirives traent  today,  depending 
upon  the  rapidity  of  amortization. 

9. ’  In  actual  practice.  Depreciated  Value  is  very 
difficult,  if  not  Impossible  to  determine  accurately  year  by 
year,  without  making  a complete  physical  analysis  and  examina- 
tion of  the  property  In  about  as  complete  detail  as  followed 
in  this  appraisal.  That  such  an  expensive  examination  would 
be  unfeasible  in  the  ordinary  administration  of  utilities  is 
evident.  The  nearest  approximation  wcfuld  be  the  assumption 

of  an  average  life  basis  for  the  different  parts  of  the 

e 

property];  but  as  a basis  for  rigid  determination  for  rates 
this  approximate  method  would  xjrobably  be  unacceptable  to 
investors  and  Justly  contestable . 

10.  actual  investment  basis  in  the  long  run 
Vill  probably  be  the  most  equitable,  for  it  may  be  demonstrated 

that,  assuming  a continuing  property,  well  wianaged  and  regu^ 
lated,,  th©  basis  of  Cost  New  or  Actual  Investment  will  give 
the  lowest  rates  and  result  in  the  most  evenhanded  Justice 
to  the  public,  of  past,,  present  and  future  generations  - 
i^^e.p  the  cost- of  service  burden  will  bo  most  completely 

*> 

equalized'  Under  such  conditions,  there  is  no  Justification  ' 
for  excessively  raped  amortization  of  Capital  Value,  and  In 
fact  for  any  amortization  further  than  to  retire  ultimate* 
ly  all  Intangible  Values  costs  that  have  to  be  re* 

Incurred,  such  as  cost  of  financing,  also  development  expense i 
represented  in  the  'investmeni  over  the  total  cost  of  existing 
tangible  physic a ^ property. 


Finally;*  it  -s  recognized  that  the  equit ability 
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Msbwr  sement  of  Ino^bme  f r ow ^ s e stab  1 iehed  • “ 

r^iSWlilia'^  Oonelderable  latitude  exists  in’ these  ^ three  perticu-  } 


flars.  the  final  ras^ilt  practieaily  rests  upon  the  amount  of 

ti^e  net  iiccm»,  ^a^^  of  the  lnvest«»nt  and 
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malntenaiio©  of  flnanolal, credit^ to -insure  an  unlntei*rupted  a 
jf  low  of;,  hew  ^capital  into  the  property  • 
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> IITTERPRETATIOK  OP  APPRAISAL  FIKDINGS 


Supplementing  the  foregoing  very  brief  resume  ot 
findings,  the  concluding  pages  of  this  report  present  an 
interpretation  of  -these  findings  as  affecting  the  ”fair** 
value  for  rate-making  purposes* * 

The  facta  revealed  by  the  historical  study  particu- 
larly, are  believed  to  be  essential  for  creating  the  proper 
perspective* 


!•  Historical  Record  of  Investment  and  Return; 

Figure  I reveals  the  complete  record  of  past  opera- 
tions. (See  explanatory  sheet*)  Attention  is  called  to  the 
fact  indicated  by  Curve  A,  that,  from  the  beginning  of  horse 
car  operation  in  1860,  the  average  true  net  Income  balance* 
has  been  only  6.85  percent  on  the  actual  net  cash  investment 
from  year  to  year  without  any  provision  whatsoever  for  ab- 
sorbing accrued  depreciation  or  other  forms  of  amortization; 

‘ji 

for  there  was  not  sufficient  net  income  earned  to  establish 
such  reserves,  particularly  during  the  Electric  period. 


*Net  income  is  here  used  as  the  balance  after  operating  ex- 

penses, maintenance,  renewals,  and  taxes,  available  for  fixed 
charges  on  the  Investment  (Interest  and  dividends,)  reserves 
for  amortization,  contingencies,  etc*,  and  surplus.  In  other 
words,  no  deductions  from  earnings  have  been  made  in  the  past 
for  such  reserves  and  any  amortization  would,  therefore,  re» 
duce  the  apparent  rate  earned  by  about  one  percent  or  more, 
according  to  the  amortization  term  used. 


the  average  return  for  the  horse  car  period 
was  somewhat  hi^er  - 8.,  14  percent  *•  It  should  be  noted 
that  the  relative  investment  was  small  - only  about  one- 
foiirth  of  that  for  the  complete  electric  system  to-day, 
hence  the 'earlier  operations  in  point  of  money  may  be  con- 
strued as  of  minor  consequence. 

However,  for  the  period  of  electric  operation  only, 

this  net  income  balance  or  rate  earned  averaged  6.60  percent 

<)!  ■ 

on  the  net  cash  investments  During  the  first  ten  years  of 
electric  operation,  the  average  rate  earned  was  only  4.46 
percent,  resulting  in  heavy  deficits,  while  for  the  past 
fiscal  year  (1919)  the  average  rate  dropped  to  4. 02  percent. 

2.  Actual  Cumulative  Deficit; 

On  account  of  the  inability  of  the  electric  railway 
properties  to  earn  the  full  average  of  6.60  percent  during 
these  earlier  years,  and  the  necessity  of  financing  these 
deficits,  there  has  resulted  to-day  a total  c\mulatlve  defi- 
ciency in  Income  or  Deferred  Earnings  of  about  f 18, 000, GOO. 00 
including  interest  on  early  deficits  but  without  pi'oviding 

for  any  form  of  amortization.  This  is  indicated  by,  the  refer 

» ''' ' 

ence  or  adjustment  curve  Figure  2p  showing  the  cumulative -sxar 
plus  or  deficit  d\xring  electric  operation  for  any  given 
average"' income  rate  earned  on  the  investment  (neglecting  ac- 
crued depreciation  reserve.) 

3.  Actual  Rate  Earned;  . 

It  will  be  seen  from  Figure  2 that,  by  interpolation, 
the  rate  earned,  corresponding  to  par  or  no  cumulative  sur- 
plus  or  deficit  for  the  period  was  6.10  percent.  ITherefore, 


- 

tr 
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expressing  tlie  above'  conclusion  inversely,  it  is  seen  that, 
taldng  into  account  the  necessity  of  underwriting  all  defi- 
ciencies in  income  balance  year  by  year,  the  true  average 
rate  of  retiarn  earned  on  the  property'  during  the  Electric 
period  was  only  6^10  percent  on  the  net  cash  investment 
(neglecting  accrued  depreciation  entirely*)  Clearly,  if  it 
be  held  that  the  property  should  during  this  electric  period 
j have  carried,  out  of  rates,  an  additional  reserve  sufficient 
to  amortize  as- of  to-day  the  accrued  or  completed  deprecla- 
^ tion  upon  the  property  known  to  exist,  then  even  the  above 
^ rate*  of  6.10  percent  return  to  the  investors  would  have  been 

Inadequate,  as  la  later  developed.  < 

4 • Assumed  Rate  of  Return; 

Fig.  1 Returning  now  to  Figure  I,  the  cumulative  deficit 

shown  by  the  various  curves  will  be  clear.  Assigning  the 
properties  should  have  earned  enough  to  provide  an  even 
8.0  percent  retxirn  on  net  investment,  as  a ”fair  return**  for 
interest,  dividends  and  siarplus,  only  (neglecting  accrued  de- 
preciation,) Curve  D shows  that  the  net  income  balance  fell 
short  by  |85,402,0S8.C0  of  this  assumed  "fair  return." 

Had  an  aimual  reserve,  capable  of  absorbing  to-day 
full  accrued  depreciation,  been  appropriated  from  past  in*’ 
come,  it  appears  that,  on  this  basis  of  8.0  percent  "fair 
return,"  these  additional  appropriations,  if  spread  throu^ 
the  past  19  years  on  a sinking  fund  basis,  would  have  in- 
creased the  above  deficiency  to  well  over  100, 000, 000. 00 


1“ 


to-day, 


low,  the  total  acctuHulated  deficit  would  have  been  about 


I? 6, 000, 000 *00  to-day.  (See  Figure  2 - 7.85  percent.) 


'll 


5 • 3 InkiBg  Fund  Reserve; 

Approached  from  an  inverse  viewpoint,  these  exhibits 


Indicate  that  if  the  company  be  required  now  to  underwrite 
and  absorb  the  present  accrued  depreciation  by  accepting  De- 
preciated Value  as  a basis  of  rates  to-day,  the  average  true 
return  to  the  investors  would  in  effect  have  been  only  about 
5.27  percent  on  the  net  investment  Instead  of  6.10  percent 
Fig*, 2 true  average  return  indicated  On  Figure  2.  In  other  words, 
a sinJdLng ’fund  reserve  sufficient  to  amortize  the  known  ac- 
crued depreciation  to-day  would  have  required  an  average 
appropriation  of  0.83  perceijt  upon  the  net  Investment  each 
_year.  • . ' 


Thus  if ^ the  ’’door  of  the  past”  should  now  be  closed, 
and  the  owners  of  the  property  should  be  required  to  assume, 


themselves,  the  loss  resulting  from  inadequate  rates,  it  fol- 
lows that  5.27  percent,  in  effect,  would  be  the  judgment  of 
the  Public  as  an  "equitable,  proper  and  fair  return”  to  the 
investors  for  the  service  rendered. 


In  view  of  the  above  fact,  it  would  appear  that  these 


Deferred  Earnings  .^should  be  given  definite  consideration  in  > 
any  rate  fixing  for  the  future  or  at  least  should  be  con- 


sldered  in  contra-distinction  to  Accrued  Depreciation  as  a 
capital  lialDility  against  the  property. 

6.  Coy:iyj>eted  Depreciation! 

At  this  point,  attention  may  be  directed  to  the 
actual  investment  in  plant  already  withdraim  from  service, 
amounting  to  ^14,936,571.00,  (June  50,  1919,)  which 
represents  the  completed  depreciation  accounted  for  by 
passing  through  "Capital  account”  since  the  beginning  of 
electrification  in  1890.  If  it  were  possible  to  determine 
accurately  the  amount  expended  passing  through  operating 
account”  in  renewing  worn  out  plant,  the  foregoing  amount 
would  probably  be  more  than  doubled , making  a total  com- 
pleted depreciation  of  possibly  $34,000,000.00  up  to  1919. 

Thus  the  magnitude  of  the  burden  on  street  railway 
rates  of  depreciation,  both  completed  and  accrued,  is 
evidenced  by  a probable  total  of  over  $52,000,000.00 
(June  30,  1917,)  or  not  far  from  the  total  value  of  the 
property  at  that  time- 

And  further,  the  total  money  actually  expended  for 
plant  and  equipment  since  the  beginning  of  electrification 
(net  investment  plus  total  completed  depreciation)  amounts 
to  $97,000,000.00  (June  30,  1919.) 

7*  Cost  of  Developing  the  Business; 

Considering  now  the  total  cost  to  the  companies  of 
developing  the  business  of  the  surface  lines  to  its  present 
status  throughout  the  period  of  electrification  and  growth 
under  this  mode  of  transit,  it  appears  that  not  only  the 
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iiivofl , is  iii'!7o!lv©d  tru't*  aXso  tilio  cost*  of  fiiwucing 
current  dofiolta.  Ttius,  assuming  a rate  of  8.0  percent, 
the  total  money  InvolTcd  was  over  $148, 000 ,000 .00;  at  7 per- 
cent rate,  nearly  #98,000,000.00  (both  disregarding  accrued 
depreciation.)  Part  pf  the  accrued  deficit  was,  of  course, 
due  to  the  abnormally  hi^  cost  of  changing  over  the  property 
from  hjOrse  to  electric  traction.  And  because  the  amount  of 

supersession  of  equipment  during  the  horse  period  was  probably 

■1' 

small,  the  maximum  biirden  of  supersession  throu^out  the 
history  of  this  early  property  was  probably  shifted  ahead  to 
the  electric  period  regardless  of  the  change  of  motive  power 
which  only  happened  to  occur  simultaneously;  i.e.,  the  horse 
car  property  would  probably  have  had  to  be  renewed  after  the 
*90*3,  regardless  of  the  change  in  motive  power.  Actually ^ 
th^  two  operations  were  consolidated  in  the  change  recorded. 

As  a busineso  venture,  therefore,  the  companies  were 
clearly  justified  in  assuming  that  in  bringing  the  propertiet 
to  their  present  state  of  equipment  and ‘service,  and  in  carry- 
ing through  prior  years  the  deficiency  in  income,  they  would 
be  permitted  to  bring  the  earning  capacity  eventually,  as 
traffic  Increased,  to  a point  where  the  losses  of  the  past 
would  be  mad;#  up  within  a reasonable  term  of  years.  And 
this  also  assumed  that  the  Public  is  willing  to  assure  to 
Invested  capital  a fair  average  return  on  the  money  actually 
invested  in  producing  the  service,  at  the  same  time  maintain- 
ing out  of  rates  the  physical  integrity  thereof.  Here  again 
the  bxirden  of  past  deficiency  in  Income  has  been,  like  the 
burden  of  physical  supersession,  shifted  ahead  to  futiire  years 
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'>Phefl^hlgtorlcal  studies,  taken  in  connection  with 
^^^f^e^^prsTlsement  herein,  show  very  conclusively  the  important 
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if  fact  that from  the, viewpoint  of  the j, investor,  electric 
operation 'Of  street  railway  lines  in  Brooklyn  has  proven 
-m  “Scidedlyi^to  when  measured  by  the  current  cost  of 
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s^infXxac*  Of  new  .capital  required  .for  extension  and  improvement 
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" Of  thOfi system*  In  fact,® on  this  showing,  any  traction 
'W'  company ’'would  have  toxtreme  difficulty  In  securing  the  neces-  . 
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Bearing  upon  this,  financial  situation,  it  now  appears 
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questionable  whether  the  Brooklyn  Surface  Lines  can  any  longer 
W':-  be  regarded  tn  the  class  of  protected  investaient  or' "regulated 
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f/,  ' monopoly,”  duetto  the  serious  condition  of  other  transit 
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operations  in' the  most"  lucrative  field  of  short  haul  travel P 
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'partidularly  from  rapid  transit  development,  and  to  the  new 
i ^situation  created  •'"by  abnormal  war-time  costa,  from  which  In- 


' E,v ‘“crease  there 'now  seems  little  likelihood  of  immediate  relief  * 
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E«L_-?i|r‘  ®iese  conditions  obviously  ■increase  the  risk  toHhe  investor 


and  consequently  ^thef cost  of  moi^y^for  financing.  Otherwise, 
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Thus  the  history  of  surface  line  development  in 

Brooklyn  has^  pointed  unmistakably  to  a situation  of  ln.creas-  ^ 
^ • Ing  risk- 
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j^s*  Depreciationi.- 
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At  full  consideration  of  ihe  status  of  thes^  proper-  < 
ties  involves  not"*onlFP^ast  and  Present  but  also  the.Juture. 
f'l  To^thls  end*- a detailed  analysis  was  made  of  the  actual  ..future 

-v.  ^ ' ,,,  • -V  -n- 

''"renewals  , as  i they, will  probably^  matui-e ,’',  based  upon  our  present 

knowledge  of  the  physical  condition  ascertained  in  tMs  ap- 
^ ■^'  IP  *’^■^3  r'  ^ f 

" a Faisal  for  each  of  the  principal v.e laments  of  the  .property; 

"To  obtain ^thlSMre8ult*^paet  expenditures  forj maintenance and 


renewals  were  analyzed  and  a coi*re spending  renewal^  program 


^ •• 


%ig.  worked  out'^for  the  ^future  as  iyidlcated  by.Plgure  4,  using 

n^-r  m ^ ^ - .. 

rates/ of  dejpre elation  as  .applied  in  the  appraisal  proper. 
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1'  The^term  "renewals’*,  here  means'^, only;  the*  replacement  "of  prop- 


does  noli  InclridQ  Accrued  Depyeolatlon  on  those  items  of 
property  not  yet  worn  out  or  ready  for  renewal;  this  clear 

distinction  la  necessary. 

For  the  past,  it  appear*a  that,  on  the  average, 

15.77  percent  of  the  gross  earnings  (total  revenue  from 
street  railway  operations)  was  apparently  expended  through- 
out the  period  of  electric  operation  for  so-called  "Main- 
tenance/ Including  Renewals  (or  completed  depreciation/ 
this  percentage  rising  to  about  20  percent  of  the  gross 
earnings  in  ^yery  recent  years.  Howerer,  If  there  be  in- 
eluded  t2,a;i4p000.00  spent  in  early  years  for  extraordinary 
replacements  (called  "Additions  and  Betterments?)  which  werv; 
charged  to  operation,  and  also  about  $970,000.00  loss  on 
adperseded  property  charged  against  siirplus  since  1910  as 
"Amortization  elsewhere  unprovided  for,"  the  true  average 
aottial  expenditure  became  16»6  percent  of  the  gross  earnings. 
And  finally,  if  approximately  $9,675,000.00  had  been  added 
repi^eaentlng  the  estimated  loss  on  property  superseded  be- 
tween 1891  and  1919  not  covered  by  the  above  "Amortization" 
charges,  the’ total  appropriation  for  maintenance  and  renewals 
would  have  averaged  19.18  percent  of  the  gross  earnings  o^aer 
the  entire  period.  Instead  of  15.77  percent  above  noted. 

As  developed  in  dihe  detailed  Renewal  Study,  Addendum 
III,  it  is  considered  safe  to  estimate  from  8 to  10  percent 
of  the  gross  earnings  to  cover  renewals  and  loss  on  super- 
seded property.  Exclusive  of  straight  maintenance  (assumed 
as  10  percent)  an ^8  percent  reserve  (representing  1-1/2  per^ 
cent  over  6-1/2  percent  actually  t^pent)  would  have  built  up 


^ a 10  ^>eiroeiit 
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^ rdflCirve*  of  llO-^OD.OOO^oai  Xf  the  renoiral  fund  balances  had 
; tjoen  fundorjV^^  earing  interest,  then  same  cash  fundsi 
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cou  ud  haire  been  bdlit  up  by  annuities  of  0.93  and  2.18  per* 
cent  of  gross  beamings,  respectively;,  as  compared  with  l*l/2 
ld.3^l/2  percent  straight  reserve  without  interest. 

'-it-  ^ it. 

■ concluded  that  about  20  percent  total  reserve 
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fwii all  ,puriK)ses  was,  required  to  bring  the  old  horse  car 
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P^op^’^ty  to  the  status  of  an  electric  property  * and  to 
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aiiaas5;a  auffiolent'f fund  slnoe ' the  electrification  to  carry  the 
- w^p/4<>psrty^nver  Its  futureirenewal  peak  (based  on  pre-war -prices.) 
:?lw^itbt  sttch  the  true  average  rate  earned  upon  the  InW 
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g y>»8taeat;:;ffae 'theh.' 6tfl0 ■: percent  (from  Figure  2,)  less  0.24  per- 
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Jic^^nt^Cequiyalent^^J^^  above  0^93  percent  of  ^oss  eaimlngs)  or 
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pehoeht;;^  These'  appropriations  for  up« 
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keep^epresentja  ratejiof  draft  on  earnings  beyond  which  the 
’‘pjOperty ’Could  not  long  remain  self-sustathing  under  prevail-* 
ikr!g?income  levelo.  ‘%nd  only  by,  adjusting  these  renewal  ex- 
..  . peadlturea  sofas  %o\ equalise  between  ye^s  .of  heavy' and  light 

b»/  - > -tL-^  .-rfl-lfci,'  *L  -^'V.  ^ ■ ' , "V 


^.^dejnand,  would  it' be«  possible,  to  keep  within  the  average  ap- 
''^'fe'"' 'pi''opriatloh  above  dlB  cue  Sed<rf  >#,  ' r,  'Tv'-.  ■ 

W'Ar^Phese'iiJ'tttdles/^^^^  basediupon  renewals  at  the 

“ ”originaX  cost;**  ^s^sUnder  the  present  higher  cost  levels,  the 


i:. 


'■attiual  appropriation'^  would Nhave  to.  b®i  ly  doubled  to  carry 
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the  same  amomt  of  physical  renewals  > or  else  , the  excess 
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bos  tj  would  have  tto  be'^transferred^  to  capital  “^account  as  better-. 
T./irie:ita,,.,as,,.ls  permitted^ In  scwrae  contract  ordinances. 
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**  «i  lf  1 now  Additional  reserve  from  income  is’ required 
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>,■  to  absorb  or  amortize  aiiy  Accrued  DepreciatiOji  of  present  or 

' iS  ' , ' 

future  over  and  above  tlae  actual  amounts  of  completed  depre- 
elation  represented  by  Renewals,  it  is  evident  that  the 
economic  balance  of  the  property  would  be  so  greatly  disturbed 
as  to  render  Imperative  an  additional  source  of  income*  For, 
starting  in  1891,  it  would  have  been  necessary  to  appropriate 


from  income  or  surplus  an  annuity  of  0*83  percent  on  the  cur- 


rent net  Investment  to  amass,  by  1917,  a fund  equivalent  to 


the  then  Accrued  Depreciation  - $18,493,842*00,  assuming  this 


annuity  to  be  invested  in.  the  property  at  5 percent  interest 
rate*  This  0.83  percent  must  then  be  earned  in  addition  to 
fixed  charges*  At  6 percent  net  return  (6.83^  to  be  earned,) 
Pig*  the  deferred  earnings'  amounted  to  about  $27,000,000*005  at 

7.0  percent  (7.835^  earned,)  to  about  $76, 000, 000 *00*  And.,  fi- 
nally, combining  both  renewals  and  depreciation  reserve,  the 
complete  study  reveals  a true  adjusted  return  of  5*86  percent 
(see  above)  less  0*83  percent  or  only  5*03  percent  net  to  in- 
vestors if  “the  principal  of  their  investment  should  be  held  to 
be  subject  to-day  to  shrinkage  from  Accrued  Depreciation*' 


11*  True  Cost-of -Service! 

It  will  now  be  clear  that  the  true  "Cost-of -Service** 
of  an  established  '* going”  or  stable  property,  which  is  to  be 


supported  by  rates  as  of  the  year  in  which  the  service  is  i>en-’  - 


dered,  comprises,  as  a minimum,  not  only  the  usual  cost  of 


operation  and  return  on  investment,  but  also  an  annual  appro- 
priation  to  a Renewal  Fund  'for  meeting  current  renewal  liability* 
And  this  Renewal  Fund  roust  be  sufficient  to  meet  the  full  cost 


„of  such  renewals  when  they  ma 


e at  the  maximum  rate;  that  is. 
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to  build  up  a fund  sufficient  to  carry  the  property  over  the 
ronewal  peak* 

A clear  distinction  should  be  dra?m  between  the 
above  ” Pay-as-you-go**  plan  of  meeting  renewals  only  and  the 
** Pay-down”  plan  of  oost-of ^service*  The  "Pay-as-you-go”  plan, 
representing  the  minimuin  draft  on  income,  does  not  recognize 
Accrued  Depreciation  as  an  annual  charge  against  rates.  The 
"Pay-doim"  plan^  requiring  the  maxiimnn  draft  on  Income  does 
recognize  this  additional  cliarge,  assuming  that  to-day*  s ser» 
vice  users  pay  "cash-down”  for  the  service  used  and  without 
deferring  to  a future  generation  the  burden  of  replacing  prop- 
erty now  being  worn  out  by  the  present  one.  Both,  however, 
are  quite  equitable  provided  the  investment  values  represented 
by  Accrued  Depreciation  and  the  conditions  of  franchise  tenure 
are  given  proper  consideration  in  determining  the  rate -valu- 
ation base. 


12.  Fair  Value  for  Rate«Maklng  Purposes s 

It  is  not  the  function  of  this  report  to  recommend 
a stated  value  for  rate-making  purposes  nor  what  ml^t  be  con- 
sidered a fair  return  thereon,  but  rather  to  present  an 
analysis  linking  together  the  fundamental  elements  of  value 
and  accounting  under  existing  regulations  as  they  should  be  in 
a complete  valuation  study  to  facilitate  final  authoritative 
decision.  Pair  value  involves  three  fully  distinct,  but  in^- 
separable  elements: 

Basic  Capital  Value  allowed; 

Percent  "fair  return”  allowed  thereon;  ^ 

Disbursement  of  income  from  rates  established. 
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This  appraisal  aiid  report#  therefore,  differs  from 
a simple  presentation  of  Cost  to  Reproduce  New  by  adopting 
this  broader  viewpoint.  And  it  is  predicated  upon  the  follow- 
ing premises,  which  are  believed  to  embody  real  fairness  and 
equity  in  the  relations  of  Public  and  Corporation: 

First.  That  a tinified  street  railway  property  fully 
developed  to  the  point  of  maximum  efficient  operation  and 
upon  which  the  community  must  rely  for  its  major  transports- 
tion  service,  should  be  considered  as  a public  necessity,  a 
"going”  property  and  a continuing  investment#  and  should  not 
be  subjected  to  the  risk  of  becoming  permanently  a "losing 
venture"  by  reason  of  temporary  disabilities  such  as  brought 
on  by  the  war* 

Second.  That  utility  rates  or  fares  should  be  . 
sufficient  to  insure  to  the  investor  a fair  rate  of  return 
(based  ,on  the  current  cost  of  money)  on  the  actual  investment 
in  the  property  useful  in  producing  the  service,  when  such 
property  has  been  honestly  and  efficiently  built  and  managed* 

Third.  That  authorized  rates  should  be  sufficient# 
over  and  above  such  fair  return  to  the  investor,  to  insure 
permanently  the  physical  integrity  of  the  property  throu^ 
the  necessary  upkeep,  including  such  treatment  of  the  item  of 

5 

Accrued  Depreciation  as  warranted  by  the  conditions  of  fran- 
chise tenure*  , 

Underlying  these  premises,  there  are  still  other  as- 
pects of  the  case*  While  none  may  be  controlling,  all  have 
more  or  less  bearing: 
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(1)  Extent,  character,  coat  and  present  condition 
of  the  properties,  adaptability  to  service, 
and  financial  results  to  date® 

. (2)  Corporate  policy  with  respect  to  proper  main- 
tenance and  accounting  and  resultaiit  effect 
• ; of  unified  management  of  otherwise  inde- 

, pendent  or  oompetliig  properties. 

(3)  Character  of  coTnraunities  served  and  future 
traffic  possibilities  in  view  of  rapid 
transit  competition,  change  In  traffic  cen- 

" ters  and  demand  for  extensions. 

(4)  History  and  trend  of  public  policy  and  regu- 
lation and  actual  and  probable  requirements 
due  to  growth  and  supersession. 

(5)  Contractural  and  franchise  ri^ts  held  by  and 
transmitted  from  predecessor  companies,  and 
terms  of  existing  operating  contracts. 

(6)  Values  recognized  by  the  Public  throuf^ 

- taxation,  and  contributions  made  by  the 

Company  in  various  forms  of  taxes,  such  as 
paving,  change  of  grade,  snow  removal  and 
street  cleaning*  . 

(7)  Status  of  existing  and  prior  statutes  under 
which  the  companies  were  legally  organized 

) and  operated. 
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13 , Contractural  Relations  and  Franchise  Term; 

This  valuation,  as  later  detailed  in  Addendum  I, 
reconstructs  the  properties  under  substantially  original  con- 
ditions, without  applying  the  principle  of  substitute  plant 
(l.e.,  without  redesigning  the  property  with  latest  equipment 
suited  to  the T same  work  as  the  older  equipment  existing.) 
Necessarily,  therefore,  actual  contractual  relations  between 
the  companies  and  with  the  municipalities  are  preserved. 

In  fact,  the  properties  are  valued  upon  a basis  of  purchased 
power  and  contract  maintenance.  Both  franchises  and  leases 
of  subsidiaries  are  for  long  periods,  and  the  periods  of  bond 
maturities  likewise  extend  many  years  Into  the  future.  These 
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var5.oua  contractual  relations  were  entered  into  legally  and 
In  good  faith  and  should,  therefore,  govern  the  appraisement 
unless  a departure  therefrom  is  specifically  authorized* 

They  are  founded  upon  fact  and  not  upon  opinion  or  theories 
which  might  he  realizable  in  the  creation  of  an  entirely  new 
property. 

It  is  the  ‘Specific  duty  of  a utility,  when  legally 
authorized  to  serve  a cormnunlty  and  when  protected  from  un- 
just  and  uneconomic  competition,  to  provide  the  necessary 
quantity  and  character  of  service-,  in  accordance  with  the 
modern  needs  of  the  Public.  In  return  therefor,  the  Public 
assujaes  the  duty  of  providing  for  the  cost  of  the  service 
used,  and  of  adequately  supporting  the  investment*  If  a long 
franchise  tenure  is  considered,  considerable  freedom  then 
exists  for  adjusting,  at  various  times,  the  economic  policy 
of  the  system  to  correct  past  errors  of  judgment  and  to  antic 
ipate  the  future  as  far  as  possible*  But  with  a short  or  un- 
- certain  franchise  tenure this  freedom  of  action  is  lost,  the 
investor's  risk  is  Increased;  and  the  cost  of  new  money  rises 
as  confidence  in  the  future  disappears. 

Franchises  may,  in  effect,  be  terminated  althou^ 
still  legally  in  force;  thus  only  the  moral  responsibility 
between  the  oontractural  parties  remains*  But  again  - it  is 
emphasized  that  this  valuation  report  is  based  upon  no  such 
pessimistic  viewpoint;  it  frankly  assumes  the  protection  of 
the  Investment  and  -the  continuance  of  the  oontractural  rela« 
tions  existing  as  of  date  of  appraisal.  ' a'* 

On  the  other  hejid,  if  an  entirely  new  set  of  con- 
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ditions  were'  involTed^^  including  segregation  of  the  properties 
Into  their  component  parts,  with  competitive  operation  resumed, 
protection  of  the  investment  throu^  public  regulation  would 
largely  disappear*  Any  large  property  so  segregated  will  be 
found  to  have  certain  unprofitable  lines.  The  same  applies  to 
various  periods  of  past  development,  some  of  which  have  been 
profitable,  others  distinctly  \mprofi table*  In  such  an  event, 
appraised  values  would  necessarily  be  higher  by  reason  of 
piece-meal  construction,  likewise  organization  and  develop- 
ment costs,  and  particularly,  the  cost  of  money  due  to  the 
hl^er  return  thereon  necessitated  by  the  Increasing  risk* 

So  long  as  the  property  was  not  over-bnilt.  Inade- 
quately or  improperly  located,  or  inefficiency  or  illegality 
did  not  appear  in  the  management  or  regulation  thereof 
utilities  undergoing  development  as  rapid  as  that  of  the 
electric  railways  ought  justly  to  be  able  to  anticipate  a 
future  which  throu^  increasing  traffic  density  will  insure 
to  the  investor  an  ultimate  return  for  the  use  of  his  money 
and  will  reasonably  absorb  losses  of  early  operation  and 
extraordinary  development. 

V In  the  absence  of  such  future  stability  as  should 

result  from  public  regulation,  there  is  only  one  alternative 
open  to  the  Investor  from  the  economic  viewpoint,  viz*,  to 
amass  a ftmd  which",  at  the  end  of  the  corporate  tenure  of  the 
property,  should  guarantee  to  the  investors  repayment  of  the 
principal  of  their  actual  investment*  And  this  leads  to  a 
final  statement  of  the  problem  of  Accrued  Depreciation  in 
valuation  for  rate-making  purposes* 
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14*  Financial  Plans  for  Rate«»Maklttg  Purposes; 

In  order  to  make  clear  the  effect  which  this  factor 
Pig.  of  Accrued  Depreciation  will  have.  Figure  3 visualizes  three 
typical  financial  plana  applying  in  different  ways  the  find- 
ings of  this  appraisal  and  presenting  the  operations  of  the 
properties,  past,  present  and  future,  in  a connected  manner. 
Again,  it  is  emphasized  that  the  three  elements  (1)  basic 
value,  (2)  the  rate  computed  upon  this  value,  and  (3)  dis- 
bursement of  income  produced  by  such  a rate  (under  the  regu- 
lations imposed  by  the  public  authorities,)  are  inseparable 
factors  in  any  such  financial  plans. 

It  is  urged  that  the  problem  of  valuation  has  become 
one  of  epoch,  not  of  the  immediate  present  only.  In  other 
words,  to  insure  a fair  appraisement  as  of  to-day,  the.  ”Door  ' 
of  the  Past”  should  remain  open  imtil  there  have  been  fully 
considered  the  burdena  imposed  upon  present  and  future  gen- 
erations by  the  past  generation,  which  accepted  service  at 
less  than  cost.  ^ 

Fig.  Referring  first  to  Figure  3,  the  history  of  the 

3 

Brooklyn  Rapid  Transit  surface  line  properties  is  traversed, 

/ linked  up  with  the  Appraised  Value  as  of  to-day,  and  the 

operations  then  continued  into  the  fut\ire  over  a period  cover- 
ing the  average  expected  life  of  the  depreciable  elements, 
assuming  for  simplicity  no  growth  or  extensions  to  the  plant. 

The  \mcompleted  or  Accrued  Depreciation  is  seen  to 
•^ary  from  a minimum  at  the  close  of  the  electrification  period 
to  a maximum  in  1920-21,  the  latter  due  to  the  fact  that  raajoi: 
renewals  will  not  fall  due  until  that  time.  Thereafter  the 


curve  of  Depreciated  Value  rises  perceptibly  to  a maximum 
in  1927,  due  to  "new  blood"  injected  into  the  property  by 
renewals  to  counteract  the  completed  depreciation  on  the 
elements  thereof  which  have  worn  out.  Thus  the  permanent 
shrinkage  existing  aa  of  any  date,  which  can  never  be  made 
up  by  any  amount  of  renewals,  varies  up  and  down  from 
period  to  period,  but  nevertheless,  at  an  assumed  termina- 

I 

tion  of  franchise  tenure,  will  represent  a loss  in  value 
around  one-quarter  of  the  true  investment  in  the  property 
unless  absorbed  at  that  date  by  an  Amortization  Fund  com- 
pounded throu^  previous  years  from  annual  reserves  supported 
by  rates. 

These  three  plans  visualize  the  three  principal 
policies  usually  contended  for  by  the  various  parties  in  in- 
terest. 

/ . PLAN  A ^ PAY-AS-YOU-GO,  the  simplest  of  the  three - 
may  be  termed  the  "Pay-as-^you«go"  plan,  ass-umlng  a continuing 
franchise  without  amoritzation*  Thus  each  generation  pays  for 
renewals  maturing  therein,  but  which  represent  the  cost  of 
property  worn  out  in  the  service  of  a prior  generation. 

As  distinguished  from  this,  the  so-called  "Pay-down" 
plan  would  require  that  each  generation  pay  for  the  service 
actually  accepted  and  in  addition  pay  into  an  araortizatlon 
fund  a sufficient  amount  to  absorb  the  current  shrinkage  re- 
sulting from  its  own  use  of  the  property. 

Thus  PLAN  A means  that  each  generation  passes  on  to 
the  next  a considerable  part  of  its  own  cost  of  service.  In 
the  early  years  of  the  electric  period,  this  Servlce-at-Less- 

Than-Cost  undeniably  existed*  The  vital  question  to-day  iss 


Should  this  permanent  shrinkage  which  was  . 
not  assessed  against  past  rates,  now  he 
deducted  en  hloc  from  the  physical  value 
and  present  riders  he  required  to  amortize 
this  shrinkage  for  the  benefit  of  future 
generations? 

This  transaction  would  simply  result  in  transferring  one- 
quarter  of  the. property  value  from  present  ownership  to  the 
pockets  of  the  future  riding  public  if  the  property  should 
he  ultimately  purchased  at  Depreciated  Value. 

Assuming  as  a basis  of  rates  the  actual  inventory 
basis  or  Cost  New  from  year  to  year  with  adequate  maintenance 
PLAN  A becomes  simplest  in  executlono  For  the  Renewal  Fund 
built  up  out  of  rates  then  need  be  only  sufficient  to  carry 
the  property  over  the  future  renewal  peak,  as' indicated,  at 
which  time  the  balance -in-fund  would  be  practically  exhausted 
This  future  Renewal  Liability  is  capable  of  fairly  accurate 
determination,  while  an  amortization  annuity  for  Accrued  De- 
preciation depends  entirely  upon  the  period  of  time  during 
which  the  amortization  fund  is  to  be  built  up;  i.e.,  during 
the  probable  corporate  t^enure  of  the  property# 

^ - PIAN  B assxutiea  that  corporate  tenure  definitely  ends 
at  a future  date  and  that  this  situation  would  be  anticipated 
by  making  present  and  future  rates  carry  a definite  amortiza- 
tion annuity,  by  which  the  "Official  Purchase  Price"  of  the 
property  can  be  gradually  reduced  from  Cost  New  to-day  to 
Depreciated  Value  at  expiration  of  the  term.  Thus,  at  that 

date,  the  Public  could  acquire  the  property  at  Depreciated 

\ 

Value  and  the  corporate  owners  would  receive  their  invested 

‘ i ■ ■ . 

principal  in  full.  a 
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In  this  transaction,  the  present  generation  ob- 
viously carries  the  full  burden  of  amortization  deferred 
from  the  past  generation,  and  also  relieves  the  future  gen- 
eration entirely  of  all  burden  except  Renewals.  In  the  mean- 
time, the  corporate  owners,  while  having  their  investment 
finally  validated,  have  been  obliged  to  carry  the  risk  through- 
out  the  entire  period* 

In  the  case  of  a franchise  resettlement  with  definite 
purchase  clause,  stipulating  Depreciated  Value  (often  con-^ 
founded  with  the  term  "Present  Value",)  PIAN  B would  be  re- 
quired in  order  to  fulfill  the  equities  of  the  case. 

A rigid  application  of  the  accounting  principles 
enunciated  by  many  courts  and  commissions,  is  of  interest  here. 
If  the  property  had  been  operated  since  its  inception  on  pre- 
cisely the  same  method  of  accounting  and  theory  of  depreciation 
as  established  in  1908  and  on  subsequent  occasions,  by  the 
Public  Service  Commission,  rates  should  always  have  carried, 
in  full,  both  Renewals  (completed  depreciation)  and  Accrued 
Depreciation  (or  unmatured  renewals.)  In  addition,  rates 
ought  to  have  carried  a fair  return  on  the  actual  investment 
/ from  time  to  time,  and  the  investment  account  would  have  been 
written  down  to  the  extent  that  property  had  disappeared  from 

service  throu^  abandonment  or  non-use,  but  only  to  the  extent 

/ 

that  this  writing-down  had  been  don©  out  of  income  assured 
from  these  ad©q\iate  rates  established  for  that  purpose.  The 
contentions  on  which  the  "fair  value  for  rate-making  purposes" 
discussed- in  this  report  is  based,  therefore,  seem  logically 
and  equitably  sound  in  so  iar  as  the  present  accounting  theories 
established  by  the  Commission  and  presumably  recognized  by  en- 
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ligjT-tened  administrators  are  sound* 

This  is  undeniably  the  **Pay  down"  basis,  each  gen- 
eration supporting  the  full  cost  of  its  own  service  includ- 
ing the  progressive  shrinkage  in  property  thus  made  use  of* 
However,  this  policy  also  Involves  Cost  New  or  investment 
cost  as  a rate-making  basis  if  it  be  applied  from  the  in- 
ception of  the  property  and  continued  throughout  its  life, 

PIAN  C assumes  the  use  of  present  day  Depreciated 
Value  as  a basis  of  rates,  involving  a subtraction  of  perhaps 
one-quarter  of  the  investors*  principal  as  a capital  burden 
on  Income* 

Here  is  the  crux  of  the  problem.  If  it  were  possible 
to  have  reproduced  at  the  inception  of  this  service  the  state 
of  mind  generally  prevalent  to-day  in  considering  Depreciated  " 
Value  as  a basis  of  rates,  and  at  that  time  to  have  designated 
June  30,  1919,  as  the  date  when  the  new  order  would  go  into 
effect,  it  is  clear  that.,  to  satisfy  the  economic  equation  and 
do  full  justice  to  all  concerned,  an  Amortization*  Fund  sup^ 
ported  by  increased  rates  should  then  have  been  promptly  estab- 
lished and  built  up  throu^  the  Intervening  years  in  order  to 
return  the  Investors  to-day  that  part  of  their  principal  now 
to  he  subtracted,  not  from  service,  but  as  an  Income  producing 
investment.  And  through  this'  period  the  riding  public  would 
have  then  paid  the  full  cost  of  service*'  On  this  and  nofother 
basis,  would  past  equities  have  been  satisfied. 

Futtiru  equities,  however,  cannot  be  satisfied  even  by 
this  basis*  For  aii^  analysis  of  the  probfiible  renewal  maturities 
for  property  now  in  existence  shows  that  this  policy  will,  in 
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the  case  of  these  particular  properties,  or  any  properties 
of  the  same  physical  status,  result  in  ultimate  confiscation* 
To  Illustrate  assume  Depreciated  Value  as  the  basis  of' 
rates  to-day,  and  renewals  made  as  they  mature  according  to 
Figure  4.  Figure  S.-then  indicates  that,  after  1923,  the 
actual  Depreciated  Value  of  the  physical  property  will, 
through  renewals,  rise  above  the  basic  rate-malcing  "Present 
Value"  line  determined  upon  to-day,  with  or  without  con- 

\ ft  ^ 

sideration  of  Capital  Additions.  In  other  words,  when  heavy 
renewals  fall  due  and  are  made,  the  then  condition  of  the 
property  will  rise  above  the  condition  as  of  to-day*  This 
fact  would  be  revealed  by  any  physical  Inventory  and  appraise- 
ment made  between  1923  and  1928,  if  made  on  the  general 
premises  adopted  herein.  While  these  renewals  in  whole  or 
■iln  part  are  undeniably  made  out  of  income  and  rates,  the  fact 

remains  that  on  official  inventory  during  this  period  of  hi^ 

\ 

condition  would  unquestionably  show  this  excess,  which  would 
then  have  to  be  accepted  as  the  official  rate-making  basis  if 
to-day* s Depreciated  Value  is  likewise  acceptable*  The 
principle,  if  sound,  must  apply  equally  to  both  cases* 

From  this  analysis  the  conclusion  seems  unavoidable 
that  PLAN  C is  wholly  untenable  in  its  application  to  exist- 
ing properties  herein  appraised,-  if  full  justice  is  assumed 


and  the  oost-of-service  basis  is  to  prevail. 
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^he  Brooklyn  City  &^rooklyn  Hoights  R*R,, 
^ftThe  HfLOBeu  Electric  R.;.R;  Co*^ 
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V Brooklyn 2"  Queens  County  & Suburban  R.R.Co*, 
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J v-f piT Q Island  & Brooklyn  R •R . » Co • ^ ,/ 

^ r.^-  i"'  , , . 

"(■  Coney  Island  & Gravesend  Ry,  Co  op  ' i ^ 

Service  cars  formerly , owned  by 
.Transit  Development  Co, a 
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UP  Vt\hms  BY  COL’FAHIS;S^  AS  OF  -SO-,.  191'^ , 

BSisao  O?  nu®  .0,-  Z917.  ExrsmD  by  x®  ™ioh 
BEITERMTS  AS  AD  JUSTED  TG  ADD  TO  THIS  APPl^IoAL^ 


CThe  Brooklyn  City  and  Brooklyn 

$27,790,248.51 

2*500  passenger  cars  formerly 
cwnod  by  the  T.D.Co*  and  pur- 
chased by  the  Brooklyn  Heights 
R.R,  in  1918.  Appraisal  Cost 

newo  f ..*•«••••  * • • 

liSoAdJuste^  construction  expendi- 
tures for  year  ended  June  30, 

1918:  Brooklyn  Heights  R.R.... 

4. Adjusted  construction  expendi- 
' tureo  for  year  ended  June  30> 

1918:B.H.,H-R«  for  Brooklyn 
C ity  ii *R » • . • • i * • 

5. Same  as  Iten  v5^for  year  ended 
June  30 , 1919 

6 .Same  as  item  4-  for  year  ended 
June  30,  1919 


3,553,424«05 

314,794.34 


• »''•  « ♦ ♦ • • ••  * 


‘W'4,348.13 
■«-10,581.4l 
»2 67 ^055.18 


Total  o^une  30>  1919,  for  Brook- 
lyn  City  and  Brooklyn  Heights 


ii . 


The  Nassau  Electric  R.R 
^1’. Appraisal  of"  June  1^7 , 

Cost  liew •**(►••♦»*,»•••••••«♦•• 

2.23C  passenger  cars  formerly 
owned  by  TvD.Co.  and  pur- 
chased by  the  Nassau  Co. 
in  1918  Appraisal  Cost 

Or Ad  justed  .construction  ex- 
penditures for  year  ended 
June  30 , 19 10 •»»»•*»»*•,**•»** 

| / ,4.Some  as  Item  3 for  year 

’ ended  June  30,  1919 

1 , 


14,013 ,092.46 


1,641,137,34 


li  i; 


‘'  Total  June  30,  1919,  for  Nassau  Elec^ 
tric^  K.R.Co.-, 


ftOredli 


$31,376,484,18 


69,514.54 

49,777.05 


r.  'i' 


tv  ■■  V V'  . . 


«,,>  ,,  a'W  . 


\^n 

lllHiF 


P<C7;| 


Ml  r 
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T‘^ra:*^'APmiMTIOK  OP  VAt/tBS  BY  cSmBANIBS,  AS  OF  JOTJ  30,1919 /^TC 

Brooklyn,  Queens  Coim.t7  &:  Suburban  R>R>Co. 

l.Appralaal  of  June  30,1917, 

I C ost-  New •«•••••*«•••>•*•••*»•*»••  ^7 , 599 ,387 *72 

'“  2,  77'-Pa3aenger  cars  formerly 

owned  by  T.D.Go,and  purchased  ,. 

by  the  B#Q#C,&  S,R.H.*in  1918* 

Appraisal  Cost  New, .••*)...#*..• . 501,864,82 

3;  Adjusted  construction  expend i- 
>1  tures  for  year  ended  June  30,1918.  156,099*92 

f 4, Same  as  Item  3 for  year  ended 

J une  30 , 19 19 ,*,••••»••»••••••»•• 

I’  Total  June  30,1919,for  B,Q,C,S:S.RR,  $ 3,270, 48>03 

%■' 

Coney  Island  & Brooklyn  R.R.Co, 

1,  Appraisal  of  June  30,1917, 

Cost  New  •♦♦.•»♦•••.••••••••••••  • ^6,823,682*90 

2 . Adjusted  construction  expendi- 
tures for  year  ended  June  30, 

, 1918,...*.. 3,297.74 

^ 3 .Same  as  Item  2 for  year  ended 

^ June  30,1919,  ^55 ,520. 52 

- Total  jTuie  50,1919,  for  C.I.&’  B.RR,  6,791,460.12 

» 

' Coney  Island  & Gravesend  Ry.Co  • 'N 

ii.  V ■ , . '•  '■  *'  ■ -y 

1.  Appraisal  of  June  30,1917, 

Cost  New ^ 5oS,300.22 

r I-  , 

2.  Ad  Jus  ted  construction  expenditures  v 

for  yeais  ended  June  30,  1918,  1,731.87 

t‘  3. Same  as  item  2,  for  year  ended 

I,  / June  30,1919. . . . . • ^l#074.j42 

Total  June  30,1919,for  C.I,  & G.Ry,  538,957.67 

Service  cars  formerly  owned  by  T.D.Co*,  , 45,445,91 

* ■ ■ ' • •'n.  ’ 

GRAND  TOTAL,  ell  Companies,  ' |62 ,796,350.30 

^ wOredlt  ^ 

•V  ‘J.;  ,,  . .1, 


CP  GOHSTRTJCTIOl^  KXPBl^DITURBS , B'-.K.T.  SUKPACK  LliCS, 

.DJUSTEI)  to  add  ,a?0  ARIiOID  appraisal  as  op  JUI®  so,  1917. 


Brooklyn  Heights  Railroad  Co* 

Brooklyn -City  Railroad’  Co. 

Nassau  Electric  Railroad  Co. 

Brooklyn, Queens  County  & Sub- 
urban Railroad  Co. 

Coney  Island  & Brooklyn  Railroad 

Coney  Island  & Gravesend  Railway 

Totals, 


Year  Ending 
June  30*3918 

^514,794.34 

*4,348.13 

69,514.54 

158,099.92 

3,297.74 
1,731.87  - 
1543,090.28 


Yet-  r Ending 
June  30,  1919.^ 

*$  10,581.41 

(a)*  267,053.18 

49,777.05 

11,139.67 

*35,520.52 
*1,074.42 
*5253,312.81 


♦Credit  ttVu 

(®^)lnclude3  real  estate  sold  by  Brooklyn  City  R.R,,  ti^t 
was  included  in  Arnold  appraisal. 


■St 


f^^aH'y3];^£R0iC)  ■ .atf: 


.'  , S(^. 


'ijJI*  Til  IJI  - -~-i  • - - ...  "-;  ■ ^ 

L^|C<3H£TRWTIOK'':^mKDfeuRE3^,,gOft  JtTKE  50,  1918,  AD- 

JVSW^  ^0  ]©rw TO ■^MnOII)  appraisal  so,  1917* 

' ' '.  '.^..  „ , ' -'fif  ‘ ' , i».  . . . . ■ 

.tiorts'^^  by " C oni*-^^ 


&p&ny ’ s'~lb o oli s certified  ' ?■ 

■8P”^''tO'by  pJMce-WaterbouiSd 
1^;*&-Cp..':'“:, . ‘>'  13,4X1,305.91 


Jj 


iCi^-^dxiotionQ^for  prbpertyi 
include  In  Arnold ^ 


i ■'  »!•■  .,  V' 


‘J^pprAls’ii^'aa ’ef  ' 


siting  booia,5':'^  - 
„ jsyrtTe' Av6p&,'  ,m.  '' 

^®e8la;p3Jb©,  . J^^5Sli45 


>** 


r T,D,Co.eat'8,2,966,926b56 
T 159 >520^44 

Sl  " ’ 


d' 


«Tv  .ife'.' 


QG#  > 


4*'. 


Tr  1 V 

• 4-}  .. 


Total  Dedw 


-,* 


,105.77^4  .45  #305,528.46 


Additions ^tr'rbat  ore  cred-G  ■ 
for 'prop©  rty 
Inc IndedMii’ Arnold  ,,  ' " ' . "i’. 

Appraisal^  : 


'■^ '^"A^aingie  track^^'^^r** ' — ™'  -^^,v  • 

’J:fe!..c&r4‘bed^t9a;“  #5,142.00^ 

'Remove  1 of'  ..  *' 

cnblosi^^.. 

Total  addl-^  *■ 

'^■'  “■i  - ■ i-i'''  tI^  if 


tiusied  C onat ruct  i on  Ex 

IBaHuHTToFTToT^^^ 

rep! IS,  ::ti:o  add  'tc 

^JiJ^did^Apprsisalsf'of  'ISIJ 


>p 


^1' 


lH7l 


9 ,2^5.88 


'v‘- ' 


4?; 


;s', 


2'i 


■> 


$314 


"iS  V 

,iW’ 

794.34 


1 


M 


'<)L,  1*5;';,  _■*. 

k1“r\'.  f : 


S4 


' >''•! 


W ■; 


(t). 


*^%6i^STRtoI01^^^^1?^tm*S/■XgAH  so,  3.918,  MS>^" 

" iJ>D  E,y p 4hT’Tcii>  ‘^ipPMiSAX^^^  P^  jto;  > ^ 


■■1^' 


?’<  ■i' ,' 


’r’ 


f 


■.  T’^'*'  " ''TJf 

i fik.t  >•  'in 


'rjf' 


i^lJ^ddltlona  by'Ooiapftxly’sIbocflEa  ®'' 

«^^«eriii'red‘To  by  Price^Water- 

JiifiuctiorAsn for  property  include  V 

®2fT[5rTf]c^ld  Appraisal  of  June  - 

pSf^SO  1917''.*  '/v-..^;  ■'','^'/  «^  #.Ti 

Ifrpurchase  of  295  *’inax , tractfon? 

If^'^truck  frames  arid  bbody  bol-  __ 

,^',  atera  p • • ♦,.  •■•'^  •-•  • ♦ $41,312  #87  ■ 
/'-lastallation^of  15^ 

complete  arid  100  '*■  4 e 


(g. 


f part  iar  air  ..brake 
l^'.j^ttipments  ,','*4V^'>  a 15,834  *00 ^4- -■  _ 
itut  i on  5f ''"Im-  ‘^'sssniaini.- " “ ’ 

^ --'^mj^-proved , type-  of  "it rack 
’ ;5CtouGates  Avefbetwecn 


.;  "ly  *■■ 


vReld  and  Broa^tfay.J.  1,493  #61 


.^eiTtdnal  at  Fa!»csh':ij  l,, 

/Pond  1,6S1<»S0  ^ ^ 

Storage , Yard  -At  ^resb  r 

M'Pond#.*'*.  '•#■;)»*■••  ^'9  • ,f,  ‘ 

-?*■  , . li  '.I 


K”  ;.•■,,■<• 

... .1  * 9£ 

2^,  Pak'of  ’parir^  done  - ^ . .v*n. 

, Iti  rai  Iroad. area#  *••  .^  2,284 o”4  • ^ 

'^T^Pinnjbaae'^of' 


:*.  cv'' 


'j'.’A 


^^■'ijotai  lieductlona,#. 

l'?^Sdlt Ions , credits  rer& 

L -^'sioriS^ for  property  not  in 

'®‘^®^;^5fi'clnded^dn  Arnold^^Appralsal  »■  , 

'''"lOf*  Jiaic  ,1917  ;:a  ■"  ^ 


/63.827o84  i«-|77 ,115.99 

...  ^ 


^ ^Removal  of-  standard  R;H^34V'  ^ 

TF  .....  - 


■fJI 


“cr  03  **  * on'"  W i 11  onghby 

, ^ St* between^ Jay  and  | 
^ ^Pearl ' Sts . *Attthp  ■ 

JJ.  ..  ' rii. 


i,"''  -,# 


-#2^674..*  , * 

^ Removal  of 

,'  A • Jt  A Sf 


fk 


from  Flushing  Ave? 
east  of  Marcy.  Av© . , *860.00 

*iRemoval  of '"portion 
'■^■special  • work  at ' 


i 


•■  jj 

t...i  ..-A'S 

‘/'M 

V-  .VH-  |J  4 

.J 


Ave.&.a9tb;Sti:.....V  4,110.00,;  ,;^ 

Auth6##C»947C.^K 

^ ■ Y I Remove  l ’^.of ' . R "iE  • Gross  - tj  ■„ 
over . , from ' South  ' 4th  ■■ 

ai  St  4 opposite  ..Rillisms- 

EK>  HBtf  burg  Bridge' Plaza*  * j 675*00 


'^1 


?• 


,•  Xf^ 


r,/,'«i 


iiU.  -A.,' 

■,v 


A.  ^ ' :i- 


m ' 


iw 


h BROGiil^ imiioJlb  cfif^'CohtlnueA) ; ^ A 

rr  : ' ..  , y-;^. -:  , ■^s'::.  ' ^ '.*  " 


'Sii!» 


'Remwai  of  ^i•T.B*0♦  jfK 
Myrtle  Ave«,et»  W6od- 

St- • ♦ » • • • » • • • • • $1>4:70#00 
^‘Remov&l.-of  499  ft.  • ‘ 

aijael  pll>e  from  ^ : 

V/yckoff  Ave.^,wid^' >■  .■■■^^ 

Tji Ps^lmett 0 vSt ■ • »>  • •>•  *214*5Y  >. 

'■Reiflt>val  of  coal  lioiat-  ^^’a- 
Ihg flower  & cal)leway 
treatle#52nd  St.dock|l0,490.88 
Removftl’i  of  one  I s cale  ^ 


& Sundry  equipment*  

;:'»  f roro  52nd  St  .dock#  3,500*00 

-.Amount  paid  ty  B.C.RR 
to  B.H.RR  from  fund, 

” Proceeds  of  sale  of 
Unused  Real  Batate**,to  * ' ” 
apply  against  cost  of  ^ 
line  & track  ‘buildings 
at  President  ond^  ^ 

Nostrand. . *1^  • 8,134.15 

Removal  of  bverlxead^  '•■.  t- 
wires  fi*6m  58nd  St.  ' 

Dock  ••.,..*•.•••••••  3*^  *94 

' Removal  of  cables  from 
&lsey  St^  Substation..  160*98 
^ Removal  one  trolley.,  ' ' 

pole  3rd  Av.&  Dean* St.**  37*79 

Removal  of  440  ft*  of  ^ 

.*■-  c.m.  w^ire  from 

"S'’ '-‘C  le  :i  Ave  ,,t  rack  ^at 

*iliyckoff  Ave.'*  f . • • • • 129*10 

Removal  of  babies  f rom  ' 
conduits  between  3rd  ^ 

and  At  lent  ic**  Ave  s and  w ' ' 

' - Halsey  “sabstatlon. T . . 17 ,460*90 
* Removal  of  submarine' cab- 
/ lea  from 'Hamilton  Av, 

bridge ... c •••*•••••• » 940.60 

• Removal  of  #2  trolley  . ’ 
w pole >f rom  Ridge»(ood  Depot 24.89 
Removal,  of  cables  #26  . 

y K and  *#61  f rom  Bastem 

Power  Station  feeding i.;  ^ ^ * 

Hamburg  & Busbwlck  Avs  i 3 , 369  #4 1 ’ 

f . Removal  of  overhead  ‘MWiitWi: 

L work  Ridgewood  Ter- 

-Jlfiinal  o » . •*  ........  7,545.60 

.'Removal  of 'brick  from  p 

jpilers  ,Baatera  Power 
Ration. ...  .V. . . • 300.00  ^ 

Miscellaneous  power  ^ ’I"  ^ 

plant ‘^equipment .... . , 118*48 


. Miy. 


-j*'  > 


rir.v  ^ 


■-v  ^.'■■3 


* Wl  ' 


rs,l» 


ii' 


4v. 

''J 


7*SSj:' 


m 


iV  - 


. ••‘v  : I 


■ ’"V 

'■  Si'' - ■ 


.■  jTr  Fg 


.IT 


i!*. 
ry  ■ M ttfi 


B:  I , BHOOlvLSa  CITY  RAllHOAl)  C5b,^(Contlb^^ 
; 1 ^ 


Vi:.. 


-tf: 
\ m*~^’ 


iL  - 

Installation  of  tmderground 
cat)leB  from  South  6th  St.  ^ 
Visub$tatioh^to  Kent  Ave.  « 

!,  to  surface  lines  on^,  ^ 

^ Willi^ahurg  Bri^o  andr 
“ BUPface  feed  era*?  lemming  " 
to  Broadway  and^BOrry  St.*^ 

,,  This  work  Is  i^not  in  u 
Arnold  appraisal,  so  that 
in  addi-tion  to  the  4Lt 

charges  for  the  fiscal  year 
1918 , Charge  s for  ’’  19 16  &ij 
' 1917  should  he  raade.^ 

Fiac.ar^year  a916  ‘ | 1,310.47 
Fiscal  year  1917  10.750.34 


.|il»  J .■  IT 
T...  ■■  f' 


:v 


V Jotal  'additiona 

ns  ■ • 


m 


'lAdiusted  Construction  Kxpenditu-rea 

V for  fiscal  year  IblB,  to  add^^to 

Arnold  appraisal  of ^ 19 17, 

• *'  '•  • K ^ 

■ ,W  i 


#72,767.86 


by* 

Q r 


■ yi ' 

»t4,34a.X3 


Ir  'V' 


'ilS* 


' .-{itL 


1 J 


•i* 


r 


*■>  V * 


II' 


■ f * 


* >11  *''■ 


‘iF — 1 


'ili 


V ''  j '■  /;  * 

'V 


’ •*>  / ", 


«vV'  * 


•A. 


iJ' 


' ' '"F...  ■■■ 


'■.t- 


KAilAtr'  B'iijotEXd'P&iAto 

nsi  vm'tmirn  ^vm  50,  19X8,  mr  . 

^^X^m%o  mi>va  mm^lw  ^ 3°.  isit.®  ■ • 5. 


& 


4*  Net  Additions fi>y  CompAriy^  a|boolffl''#l#420,5S0.47 
' — CerilflecTTo  by  Price, Water- 

house  & CO»  * 

^ Deductions  for.  property  incited 
In  Arnold  appraisal  ea  of  June 
0,1917»  Inatall  improved-  ‘ ^ 

track  on  15th  St* 

from  SW^Ave*  to  Prospect " 

Park  WeAt,  C'®1018,*  * •$1,053 *34 
Improves.  on  S.8th 


E:'^V 


‘'st  • ,Kent  «Air  to  pToebling  ' v 
St , 'c-esl^. . . . . . '.' . . 1 ,893.92 


”f'W  I '\^i' 


*>w  St  , , V * » » w,,  • . - - • - - 

Ihamp  tr^  Ahstal^led,  j 

on >3 pr opel^y  of v? Company  IP 

N,  'of  estfii  Av  -at  Ulmer  tR- 
l?'\*'Park,AutMij>C— 560'o'^i'*  • • • 5,746*32 
Idstallaiion'  of  con- 
dult  1 in©  JA ve  aH  Ight  on  . 

Beach  to  OcAan  Av,,  " ‘ 

Auth • C -12  $6  # « • • ••«•••  2 

rr  Purchase,,  Of  230  ^T*D*  ^ 

Install  imprpyed  tu  Tcigwj;.|ii"rr  — 
' track  and  pAving  on  ,;  J,,- 

V' ' '''  "’■•Bergen  St , from  'King-  ' * 

uu 


^ St on"to  Buffalo 


.it  »'*T  I,  -iS.fi  ■''^'' 

Totoil  ded^tlone. 


Net  addit ions  leas  deductions  j, -a 

''V-^ 

Additions  .j^credita . restored  ^or 
r”'' '■■ ''% property -not  included^ in 
Arnold  Appraisal  of ^ June, 

'1917."  .i',:,4 

rii  Rexnoval  of  ..R*H*Ur6ae^ 

over  from.  Liberty  'u':*^:,,'.....,,.^ 'tei'* 

l^^'Ave*at  Penna.Ave,  p,  1,100.00 

Removal  of  track 


1*385,312.69 

* j.Y  ' *9 


fir 


in  Adams  St  ndrth^fs^?^ 


M 


^ n of , Front  *3t  :,c -2498^  1^'147»70 

Removei  of  ^storage  , J 

tracke.^and  special 
He -Jr  Work  at.  Ocean  Av  an.d  ■'' 

Aye.2.  Auth  C-1578..t  7 ,080.003. 


m 


%i. 

!l.;;  .V  . / ■' 

. i‘i  /,  'P  9J 


Removal  "’^'of  ^.curvesfr^  i^,  '1^ 

..^Atlintlc  Av^&  Bioerum^'^f  i&■^''i^« 


-’^Removal  of -^;4;"ton  ' ■'  r ^ ''i 


H&'' it'-^**'. 
'i¥f ■;''. 


..  .‘f 


■y 


D : ■ (eomlWdd ) * ' ' •^, 

■ Ifc.  ' ' ' ■'’^' “iW  ^■'‘'■‘  ■ -T’ ' ‘f  •,  ./-'Cp-' 


srwfcr''K- 


,f>i 


ittbie'.'S. 


Sftle.^bf ; imiiip.^at.  3inl 

tt mt’ftV  e I*; i'  ^ .7 SO . 60,  1/*^'. L 


power^Hotme  • • *«►'*  • fyvfS  ,750 ,60 

Removal,  of >, port  ioii 
" „.  of  at 6 eiV structure ‘:f  -''^'’':''^,:r,yn^ 

i of ,,  old  ')5’gth  St . k 

^“;P’Po*er  Station,  •*..  • 1,750,00^ 
Vault ^ light  frame, 

, 9th  A V ♦ depo t ♦ , y: « • . . 6 # 00  ^ 

— 1,  Remove!  of  ,2-“^trGlley.‘^  ,,  ..v, 

^Jr*poleSg,from»»Adams  St 
^i^  at^Pront  8tv« . . • •*-•:  105.09 

. 'Scffio'val  conduits  be-  % 
f . tifeen  ,3rd',  and  ' . 

^^^:|J,,Atlai|tlc"4v...>M,«t™  ,661.50  . 

Removal  bf^  !5  ©n- * 
r,j^,;i''.>cloaed:(»i>rc  f. 

? at  Rest '•Rnd ' ; 

WV  , , ml nal , ...'■  * , '•  ♦ • i''f'i  57 '6, 00  ?'■■:' 
Reinoval  of 'overhead  ,,' ' 

trolley ,;^su8pehal on 

from,.Pdrls:  & ,•/ 

» ’™\%:i.r''Karcy  Avea^;^  171.80 

■^^^Re^ovaX  troiley^pole"' 

159th“^Stv  and.l^^  56.94  ' 


, 'i:  ' "j 


, Pi:\  ■ ., 

' ''' 


^ li 


!si  ' '!ili^-i.. 

■ A 


ISi^-’ 


' ' ,H.n 


,;$.,^bmoval''  heaters 
• ’ .'from  5rd '■  A.v  power 

•'■ ' ::^“''stat  1 on  • y^',.  ; 


a 


% 


1,800.00 

'&!»  Removal  of  steel  trolley  fir;"*®!!  ®'‘:]lii. 


smto.  "bf , - Jeff  era  on  Ave  ,'ir.  * S 4 .89 

_ ii:*. 


i from  north  elde  s™ 


P^',, Removal  of/poles, cables, etc  ,,,, 

from  I.  I ,RR  betweeh'  .AWi.  " 

L ®'.’ ', can ''5r, Gravesend  .xP»^::P  -ia 

._  tjl‘Ave'S .'^e . ,'<>  • .■*  • » ^^*Q^7_.84^_  J 


Total  it  lons'; 

i-  _^H|lk,  l''^'  : ‘ » •' 'J. 


■ » - 


.J!  ■' 


4 $54,476.76 


■^t^B'-Flscal  year’ -19X8,  tO'  addHo;  !»  j'  f >■■ 

Arnold ■-AppraieaX'  of  June^SO,^; . . •*  y 

Pif' 1 Q-»*t'..  <v-."  rJL  . ..  ’^  ' *A-' 


■ ■ ' ! I *‘*1 

•iv'V'.  ' ■ y ^ 

4 «U 


19l7^i 


fv."  v 


^ $69,514.54 


If 


I . 


■ 


...  fv'’'" 

IJf 


- ■ nw 


■ > * 


T*. 

QtIKiSMS  COT3Mf  5;  SUBURBAN  R.B 


^A:U‘.  .'t->  L.'Z.i-  H V.UiViSJIO  A>VW«i.X  Ww  tV  e*»  •» 

CCa^SOP.UCTIOli,  Eraiiim.TDRE3  1P0R  YK/^  l&mw  SWS  30,  Id  18,  AD- 
JTJP^^P  TO  AI^D  TO  ARKOID  APPRAISAL  OP  JITNE  30,  1917. 

Het  Additions  by  Coinpany^a  books, 
cerifileS"  to  by  Price, 

WSTfOrboiiO®  & Co>,  ^058j|592 *31 

Defluctlona  for  property 
incluaed  in  Arnold 
appraisal  as  of  Jiine 
30,  1917S 

Construction  of  D.T.Ry* 
on  Metropolitan  Av.from 
Pt^  Harbor  Rd,  to 
Jainalca  Av,.*...*.*.  $12^0^^0972 
Install  H.H.Croea- 
over, Jamaica  Av* 


1,260.00 


west  of  Cedar  Av. . « « 


Install  improved  track 
and  paving  on  Jam” 


aica  Av.from  Borough 
line  to  Benedict  Av* , 

Auth  . 0 ”13.97 1 ■ .1  ■'irnut*^ 


988*04 


Inst  all  pole  s ,,  overhead 
, work  and  feeder  on 
Metropolitan  Avoo 
from  Dry  Harbor  Rdo 
to  Jamaica  Av.  ^ 

Autho  C**29  .•«€>««  000.  4,202.64 

Substitution  of  2/0  for 
l/O  trolley  wire  on 

Metrorjolltan  A^*  ■ 

Auth , C”XB  61  - . - • . t » 988 . 04 

Purchase  of  77  passen- 
ger tnu:*8  from  T.D.COn  418n680.89 

Total  Deductions p 551^050. 33 


♦l07,541o98 


Additions,  credits  re 
stored  for  property 
, not  Included  in 
/ Arnold  Appraisal 
of  June,  19i7« 

Removal  of  curves  at 
Broadway  and  Bast 
Mew  1 ork  A v 1, 600 . 00 
Removal  of  cables  from 
conduits  at  Williams- 
burg Power  station..*  163*74 
Removal  of  coal  hoist 
ing  tower  and  con« 
veyor  at  Newtown  Creek  9,560*73 
Adjustment  of  charge  for 
the  construction  of 
D.T.Ry.on  Metropolitan 
Av.from  Dry  Harbor  Rd.to 
Jamaica  Av*  Balance  of 


'-A ' 


^kbX^  Ko*  7 


» at.  ■*‘'‘^'  •'T'"  - -I'  ' ■"''  ",  , ■' 

^'BROOKLYHi  QtIBKKS.COinte  R.H.  (Contim^d) 

!*  4?-  ,.  -iv;?.,.  ^-ms 


''v  ‘■‘.<1^  a. 

^57  c 0X10 1 ruct  ion  cost  not  > it 

py.  Inc luded in  ^ Arnold ' ' ""  “ 

*'"*•<*  39^333o47 

A,  ».  - -1  A j .a  i « « ' "« 


Total  Additlons,---^;2Jkj|j^^^^^  ..  , ,- 

'‘^*®^-''n«ted?Coxistruction 


m\  • • 

i^Pondituraa  ji  fiscal 
^iiAr  1918/' to  add 'toT 
R Appraisal  of 


^l-^tuae  30/1917,..r.. 

?.-,i£iSfyai^l_  'iff  '““  "'■  "* 


Ji*" 


li'-. 


c 

iJtV’  '-'A^  I#’  >t 


l:> 

>■:';, W 


■Hv 


mp. ' 

k^'’i  p, 


450,557.9.4 


■!  .' 


'I: 


1158,099.92 


'\i-n 


...  , , 


^ If 


Ei,  p:yi 


fi 

/ 133  i-  -1^ 


m 


■■  'T  : 


teT‘f ' 

ymppt-' 

■'  ■ ■ ' 

UL.'  i ti.  ’ * ' t 


rvc- 


Wf'- 


.iki’ 


f,CblC!L  IS  LOT)  k BEOOKmi  RAHJIOAD  ,, 


ll&%  Additions  Company’s 
J^  ; : to  by 

|jg;  Price jV^aterhouse  & Co,,- 


, CONSTHnCTTOW  S3Cl^imiTlTP^^  FOR  YSm  KNDim  JtrWE  30,  1913,  Ad- 
i;'  JUSTP'D  10  ADD  TO  ARNOLD  APPRAISAL  OF  JUNE  30,  1917. 


Deductions  for  propert,y  in- 
^ eluded  Tn  Arnold  Appraisal 
aa  of  6/30/17. 

Repaving  special 
work  on  DeKalb  Ave  »•, 

Autbi  • C *"  10^  S « • • « « a • '^1,306  ft  80 
Substitution  of 
slate  panel  switch-^ 
board  for  present 
light, heat  and 

headlight  a , a a •••  a a 4,031a42 
Substitution  of  HaB. 
guards  fo;'  Parmenter 
type  - C-169a.  . 2 ,599 a55 


Total  deductions. 


Additions,  Credlte  restored  for 


property  not  included  In  . 
Arnold  Appraisal  of  June  30, 
1917; 

Removal  of  spur  sid-  ^ 
ing  frojrt  west  side 
of  Coney  Island  Av, 
south  of  Neptune 
Av  #*'»►*♦**••••  ♦»«  $1 ,537  9 50 
Removal  of  dump 
track  east  side  of 
/ Coney  Island  Ave 
^ north  of  Neptune  AVa, 

imthaC-2636.  a ^ . .,.|l,357«,00 
Removal  of  one 
Climax  stone 
crusher  without 
motor*  l,331o98 

Demolition  of  2 old 
y horse  car  bodies,  400^00 


Total  additions. 


^Credit 


Adjusted  construction  expenditures  .fiscal 
year  1913  to  add  to  Arnold  Appraisal 
of  Jxine  30,1917, 


i^V-'Ji'' 


KT' 


.»rab;lfc 


ryv; 


‘X., 


;liaLW  C-..  ,.  ■■ 

fV’';:3TRUCTI0N  IKXJRKI^I’TTJTJBS,,,  ?’CvV:‘^tk*^,K  .^IVE  o^-,  i918j, 

JUSTED  TO  iU3D  TO  AmiO^:^  30 » 19x7. 

- . - ’^.- ,.  ■ — . - — ^l.■lf;ll.l  ■ .1 


■-i. 


W : lle«  Addition^  t'y  O^pmpaiiy  * s • 
p “ ^130053  ’ a'3~^'cert4r ied. 
mf;  “by  Price  ,v1fi0^c.it:f|:i0U3o  Cc 


^ go. - . . 


,405*30 


r-^'  K:;Seductions-'  for  'property 
“'  ^ In  ^xxold  i^.ppx'diaal 

. RS  ■ cf ’,  6 *450-*  17  • 

' Install  polep  over-’ 

'"  hS&<5  .fpr' eKtensioii 
'■  on  Surf  ' ', 

;,  A,y  • 1 '-•  5^  . AV  • 

M , 6 th:  St  a , 

'Auti.-»C'»'J.674o » vA  _ 546*62 
j^J^vvy-''  C’o;:;U ruction  of  , T:’. 

'V'traijk3'’lr  Sux^f  A'» 
r '^1''  bet’t^c.en'i?  ^5th  ,'3t'. . 

''"  and  W.Sfh  St, , 


**vvi,h  * C "•  Jlo20  p « i»,  • • ® *■ 

'‘A;'  '■ 

:i^Jh  Total  deductions. 


6 , X09  o91 


|6j,656<,53 


A 


j['Vu'Ad.ditiOnc  for  charges 
'' i ':i  il'*.,. ^ .oiA  ■.•-*0 rK  d 0X1©  in  „ f i seal 
^;t’'  ,year  XI^IV  ^br.t  not . Included 
T^/' V;;'  In  Ax'noldj’ Apl'  raiaal  of 
’■L'  June  o0;,-  917'.. 

■ Tn  a till  i.  r;  t i on  of 

a, H. cross over  in  . 

[\^;',.'.£>ar;C  Av^west-  of 
Yf.  5th  si  >Auth* 

^ - ■ '.  C**2148  • * V • ^ ^ 


3cl0 


/ 


T bt  a 1 add  It  1 wnn 


„dj  -o'csJ  coneiruotion  expend!- 
jr.'"'''tur©;!-  for  fiscal  year  1918, to' 

' add  to  Arnold  Appraisaa  of  June 
/'  CfO  >'  12  IS  p 


|?^8.77 


983o0 


,731o87 


i.it 

P 


' 


■ /vAA/ 

V’'  .'  ' 

■i-i-:  l,'.5 

> . 

hM' 

f 

1 

f • ' 

\ ■ 

. if 


Tatsie 


S BkookmJlRA  TRANOT  StmPACS  LI13B3.  , 

^ ACCOCOT  FISCAL  YEARS  1918,  1919,  /:H 

!y^  ifeiaterh-ouae  &i\po,  .2 


j^  £.t  ' .':  ■ ^ 

^ , _ • " 'J^  " 

1 -™  ^ 


^ Brooklyn  Helglats,,  Railroad  ;Coi 

■-Hi:  — ,.S-  'an  *‘'5> 


''i  iSff  aS 

I *"  year  1919:' 

r~,  'Sfi'. 

,420,571.79  #43,335.50  ,.{2 


uTear  1918: 


.■far«»:--;^  fLeaaed  I-lpeB)  ,^109,911.03  79,036.47  > 


aj*  r.!/ 


■^1  ■ ' . 


I ,u 


Halsai  Electric  Railroad  Coi|»SSS,  1,454,827.23  119,851.83;;J 

jJ.  I ,.1».  *"  -i  . / • ' *r.  _ ' ■ 


-r-  BPooklyn,Queen8  Cotinty  & 


f 


V{ 


{H  .A 


.* Subiirban  R.R.Co.,  669 ,852 .05  13 , 196 .70 


'S  “f  •'»' 


coney  Island  & Gravesend  Railway ,, 

.,j 


7,405.30  r 882.58 


P^edney  Island  sTBrooklyn  Railroad  Co.  36^399.81  .,  3.1|557.^ 

#5,698,967.21  #267,660,56 


.'i'  V.  '!,',  », 


?!• 


t* 


■ ' , '.‘"1 

-.1, '.-Is  ' ' 

f...  .r 

Ill  ■}>■'■■  uV  "I* 

' '“  I ' 1,  *.,  inyi: , 

! J : 


'it'.' 


E 


■jA , ’ ■<■ . ; ' ifv.  ri’ .'  '''■ 


ft'  1..  ■ ■ 


. ...ti 


V I 


*•  •'’*v 


..>11 


tA  ' .tfiV.")  ^ . .;  * L, 


'3i  .'  V v,:,/T 


* iii'U  iJli\  Ml  I 


I 


'^TfTTT?^  >' ' ’ 


Table  No.  11 


I,;'  . :■'  ;,, 

BROOKLYN  RAPID  TRANSIT  SimPACE  LINES. 

net  additions  to  capital  account,  fiscal  IEARS  1918,  1919, 
AS  CERTIFIED  TO  BY  PR  ICE,  WATERHOUSE.  &:  CO. 


Brooklyn  Heights  Railroad  Go, 

” *•  (Leased  Lines) 

Nassau  Electric  Railroad  Co. 

Brooklyn,  Queens  County  & 

Suburban  Railroad  Co.. 

■ • ,.-‘v 

Coney  Island  & Gravesend  Ry., 

Coney  Island  & Brooklyn  Rail- 
road Co., 

Totals,. 


‘.'1  t'' ; ;■ 

■•‘W 


Year  1918;  Year*  1919; 
^3,411,305.91*110,581.41 
13,288.15  <^40,296.43 
1,420,350.47  49,777.05 

658,592.31  11,139.67 

7,405.30  *1,074.42 

7,008.83  *35,520.52 


$5,491,374.67  *$26,556.06 


i!| 


If 


..I 


, , t ",  ' ' ■ ■ 


*Credit 


, ' ' 'i 


iCL‘U\L;.y.W.>  0 


JL3 


dl' 


'Jt  “7t  '*■■■'•:  ■ '-w  !l^v  jn  

♦ ■'  :^;  P»2JJ^  • Tl  I - 

uTtU'&JON  (S'  VATJJEg  4 APPRAISAL'  W ^SURP'ACEJ  LipjS 

‘ ^i^  SoT  in^.  E#IMATOD_pK  PRICE  BiSIS  OP  OTME  .?-0..  19 IC-  ,)’;,; 

“Wji>  j ^ ^^tv. 

Pinal  Cost  m Cost  New 

1917, 


i^C'jT*'  ' ■ --ti.i'' 

ClasseSi 


5rj^^;a 

yKr 


+ rt 

T^O  (iS 


. . .g 

WopertF^Moverhaad®)^  ■ fc  Repr.oduce  , Appraisal 

Ac  its  ’-  ^l|^'  ..  “«:  Bars' 'T  II|mk  ‘ ■ T i. ' -j 

__  1 .J!  \ ""~'^'t~^ ^ 

i4^i;5»ao^&  Roadway 419,206,719. 70  $ 21,475,913, 20:#12,0G0,419.|f 
ii:pavlng7.'....*:.il  11,763,061.37  13,875,236.67  7,859,169.91 

' ■ ^,0^,206.39,  ^2,982,480.82  ^ 8,211,531.09 

llS^^!7?!;it!!^n0,504,85al22  12,438,802.59  5 7,212,723:22 

*|»OWen  Pla3^i*'&  « ^ryo  i5>io  cc 


>1 


^'^'viPowen  Pia3^&  ^ ^ ^ 

E<dU.^t.  3^071,530*00  3,636,998 

^ VWtoll^g  Stock, in-^^ 


tug 

*erly  owned  by  u 

T^E.Coi'. . .1.*. . ; r.23,734,083.77 
Vli  ^Sbop  Equipment  • • • 533 , 304  • ^ 

7HI.|ttmitur9  & Ptac  ^ 

% „ , , 'tunes,*;i‘'*"f. * • ♦ li't' • • •■  ^i50fi,oopaxo 

-MfX^Misoellaneous  |p"  ' f 
■ ¥|^ ' .Equipment  ' 

^xiBrobklyn  Bridge 


*67  0 2,078,642o56 


28, 127, 139*55 '*  14,628,834546 
631,486*21  ^52  ji  595  *52 

V 


.Unoompl@ted‘‘C  on- 
- struotion^* * • • • * * 
'ik  ©Iscbnnected:  but 
% useful  xrack*****^ 

i‘|CXl*PlAnt  Jjevelopment '■ 

--•'  'Expense  ii  ttitu 

Coii«y  Isitmd  Xni* 
jprbvement^  ''■’  ■' 


282,494*32. 

555,497.00 


176,297.40 

26,498.00 

t • • t>.  , 

■■  ,'  « A® 


394.137.35 
334,601.62 

652 .887 .35 

207.953.36 

'.’'j 

.31.255.98 


' « '• « • * • .• ' » 


^ ^ 300,242.00 

„ TO  {rack  & Roadway If 209, 182 .84 

''08|278;66 

< ■ ^eftSafense s •••’••••*••  „ 50, 017 .38 


300,242.00 

^77  ^ 

- ^lo,017.38 

III*  ^^rinOhiseaj  consents^  % ’ 

* and'^damages* > **N»*  \s.  110,655 .66  ™igV^ 

V - ^ j 1 *.  ■'  . W ’■W  . «F,l 


197,069946 ^ 

W'  . •* 

133,801.16 

^ • I 

'652,837*35. 
115,530*44 
17,364.42 


^ 500,242.00 
1,209,182.^84 
208,278.65 

t)i 

^ ■‘50,017*38 


J-j  ’: 


110,655.65 


?el'....?l4;i63.116.00  « 4,910,64^.11-  5,069,546.87 

Right'  Of  way. /..'.'.x, 716^, 4 12. 50  2,024,611.53  , 2,213,081.11 

■■  A ' f_: '•  ' , - 

. - vi oaO\  p.fil - ifi  ^llOS . 602 .431.52 ^'fe2 ,506 , 573*33'** ' " 


w Jl03, 602, 431.52^162,506 ,573* 

5^1,  ‘ ■tJi;  . ii^;;  '«sy  . '’  . 

NotAsame  corporate  supercharges  used  tov^^l919  estimate^  , 
■^"^as  us^'^in'^  191^ppra^^*^^"'Vo^'  II.  ■ ■■^■' 


■™,  ' W*  wffll-. 


Table  13 


RECAPITAULATION  OF  VALDES  - APPRAISAL  OF  B.R.T.  SURFACE  LIKES 
AS  OP  JUKE  30,  1917,  ESTIMATED  ON  PRICE  BASIS  OP  JUNE  30,  1914 « 

Cost  New 

^p.  including  Pinal  Cost  New, 

pralsal  Classes  Construction  Cost  1917 

of  Overhead  to  Appraisal 

hibits  property  Bare  Reproduce 

Construction  1914 

Cost  

I# Track  & Roadway  •••$  9|i960|583«40  $11,749,105*75  $12,000,419*24 
U, Paving* •••••••••• • 6,645,797*37  7,839,169*91  7,839,169*91 

III. Electric  Line  and  ^ 

Ducts 5,921,145*58  6,984,346*50  8,211,531.09 

IV. Buildings  and 

g-tructures * • . o o • • • 5,908,549*23  6,996,313*11  7,212,723*22 

V. Power  Plant  & Sub-  « 

station  Equipment,  1,722,454*89  2,039,558*85  2,078,642*56 

VI. Rolling  stock,  in- 
cluding cars  form- 
erly owned  by 

T.D.Go* *••*•••• o • * 12,354,341*00  14,628,834*46  14,628,834*46 

VII. Shop  Equipment* o . * 191,989*73  227,335*04  252,595*52 

VIII. Furniture  and  _ ^ 

Fixtures •.••*•••• • 166,429.08  197,068*67  197,069*46 

IX. Miscellaneous 

Equipment *.*••••• • 101,697*96  120,420*55  133,801*16 

X* Brooklyn  Bridge 

Expenses . .. * .....  * 553,497*00  652,887*35  652,887*35 

XI. Uncompleted  Construe- 

tion* •••••••••••• • 95,984*14  113,219*05  115,530*44 

Disconnected  but 

useful  track**..*.  14,427*00  17,017*51  17,364*42 

XII. Plant  Development 
Expense: 

Coney  Island  Im*» 

provement 300,242*00  300,242*00  300,242*00 

/ Track  and  Roadway  1,209,182*34  1,209,182*84  1,209,182*84 

Electric  Line*.*.  208,278*65  208,278*65  208,278*65 

Williamsburg 

Bridge  Expense*. • 50,017*38  50,017*38  50,017*38 

Xlll.Pranchlses:  Consents 

and  Damages ••*••* • 110,655*65  110,655*65  110,655*66 

XIV*Land  parcels, owned  ' 

in  fee 3;798,575*00  4,480,647*13  5,069,546.87 

Ri^t-cf -way. 1,675,094*50  1,973,515*35  2,218,081*11 

TCPAL,  ^50,986,942*40  $59,897,810.76  $62,506,573.33 

Note;  Same  corporate  supercharges  used  for  1914  estimate 
as  used  in  1917  appraisal,  gee  Vol.  ii. 


I'jfn 


'v,-!*.  li/' 


.’'  v * "'■■ 

Table  14 


"Wi 


T'" 


EyjTiBTT  A 


SCEEDUIfi  I 


dj?  COST  OP  ROAD  AND  r.OjJIPMENT  AND  -NET  INCOIiJE 

'Corabined  Companlea  1860-1890  as  Reported  to  State  R.R.Comiisaion 


i. 


1 Companies 
i.,  Included 


Cost  Road  k 
Equltynent 


K J Broadway  R#R*  k 

Ti  f?1  +^V  R 


fci 


Brooklyn  City  R.R»$1#485,060 


Colley  Island  & 
Brooklyn  added 


1,585,176 


l,836;i70 

2,376,728 

2;693,531' 

2,713,374 


2,817,043 


I 


Atlantic  Ave 
Added 


R«R. 


3,262,386 

3,333,669 

3,506,833 

5,595,560 

3,670;743 

3.990,014 


Grand  St.&  Newtown 
Brooklyn  Cross town 
Bushwlck,  New  Will- 
iamsburg, Platbush 
(Added) 


5;016,759 

5,232,048 

5,358,307 

5,44i;035 

5,388,840 

5,675,653 

5,956,426 

6,046,979 

9,050,503 


9,716,185 

10,468,324 

10,578,001 


Jainaica  k Brooklyn 
Added 

Green  Point, 

Lorimer;  Bushwick, 

Queeii  Co*  (Added)  12,459,718 
■alvary- Green 

Point , Brooklyn  13,090, 600 
' (Added) 


Brooklyn  Bath, 

West  End;  Brooklyn 
City  & Newtown 
Totals 


13,865;627 

14,319,562 


16,086,699 


Revenue  from 
Operations 


Operating 
E^cpehses 
and  Taxes 


Net 

Income 


563 ,825 
661,278 


446,114 

426^095 


117,711 


^5,183 


574,900 

723,160 

•944,411 

1,194,061 

1;400,928 

1,796,565 

1,553,575 

1,686,337 

1,793,177 

1,791,569 

1,955,121 


437,519 
573,836 
857 ,321 
1,006,223 
1,019,444 
1,268,019 
1,319,448 
1,309,401 
1,505,344 
1,454,378 
1,608,812 


137,381 
149,324 
87,090 
187; 838 
381,484 
528,546 
^234  127 
376,936 
287,853 
357 . 191. 
346.309 


2;327;270 
2,421,863 
2,489,575 
2^391, 697 
2,342,659 


2,382,396 


2,494 >702 
2,732,589 
3,707,222 


1,853,487 

1,903,134 

1,929,835 

1,814,127 

1,768,448 

1,740,969 

1,870,213 

2,211,177 

2,739,215 


473  783 
518,729 
659,742. 
577^570 
574  211 
641  427 
624 ,489 
521,412 
968,007 


4,017,726 
4, 325; 132 
4,681,447 


3,312,609 

3,423,501 

3,654,880 


705,117 
901  631 
1,046^567 


11,350,891  4,659,625  3,762,899  906;726 


4,915,483 

5;418,564 


4,190,675 

4,337,946 


724  ^808 
1,080,618 


5;396;888 

5,105,399 


4,675,896 

4,301,702 


719,992 

803,697 


5,022,282 

■$85;370,m 


4; 266, 881 

■$6'6,93^ir" 


J * Net  Income  applicable  to' interest,  depreciation  reserves,*  divi- 
dends and  siarplus# 


t.A. 


I, 


Mb  r 


. I 


755,401 


fm 


m: 


Vm«p’  ■ '■  wn 

',®;1K!CH1BIT  1 ^i-^CHBDXJIE' 

ftjk  - /***'  ■ 


gross  ^ INVESTMENTS  qP.^  COMBIMBaj  COIO»ANIBS/'  l89r^-3  l917 . 


1903 


fp'is^Sftl-^ 

-Year 

.«e-  ^JUr 

1890  -f 
1891 1 

1892^,.'  ^:,2,| 
1893*  '-'^ 

1894  B ,p7 

■:...189S 

1896  ^ -i7 

1900  „ 

1901  '‘t-<5'-''H:3WJ, 
•"nlOOSaJ-'' 


,*•# 


•'-M 


: Qroae  Mate  rial  8 Gross 

„ nant  WvV^;'  ' -.t  invest* 

,m ' ,A*300uiJ[t  • ment  »■» 


-|X6;‘0S6i699 

17!105!662  165^144  |17,268,806 

19;8S2i4O0  154,439  ^ 19,506  :848 

472,233  25,699,149 

273,367 


125^226,91^ 
|32;602;57|^ 
34;7e2i,35llS 
4ri996^“ 
^4*86^:^ 
47jS4«;8^ 
49:l40B';<i9l) 


am 

%■.:  , ! 


51 


\9^ 


f:; 


1909; 


f 


- 

4 

ij!%4„.;,*!5 

re 

, Ps.;a 

My  " 

'"■■'-:1913, 

t‘?i916‘«'‘}|S 

1917.®  i-fc'' 


;65;i 

66 

m 

68  ;S 


{ 

,278 

’i;^oo2 

^295  » 

p6TO^ 

i516' 

[•,'£801 

*988^3 


S' 


tS9 


f: 


«'1W,S84  ;i 
f,87«;;SBi ' 
•,6,4«iOJS 


243,236 
335,365 
176;318 
198;986 
173,753'r 
544;080 
593 ,697 
592;X36 
€ 645; 401 
871,857 
^863,988 

5:-a:r;pO'r5 

62 ;2io 
" 72,079  ■ 

87,589* 
1f68,204o 
80,283 
87,323 
11,447. 
'12,236 
12,649 
ffi'  14,735 
17.838 
21,321 


A|v 


32i775;946  •.?r® 
35;005,595  ^ 

42,331,414>*gj' 
44,743,982 
47,443,513  " 
49,582,170 
52,366,046 
52,793;998 
53,773;002 
56:465.803 
58.517.129  * 
60,630  .99^^ 
62;207j;77^-, 

62 

64.65^t  "'.TSfe.  1. 

86.905^20S:' 
66,337^567 
66;98l9463 
67,750,093 
68,379,588'^  ^ 

69,393,395 
70  ,385  .-073 
70,875,393 


4 1 ,692  119  - 


67 


IF'”-!*. 


■4 


!%,'>■  f ,'.  3 


77'. 394,189  W. 
77,665.333 


m,)'  VuifeF 


’I'te'' 

'■■■  “'‘■■®'*''  ■ ^0^'  . yj;\' 


f 


m 


■ 


fr 


:m 


- JK%.  f>  m 


w'.j,  ^ ’ H?iiij''4iJ,-r....:.:-;;^  m.  ■^^■:  m 

^ NE3?  mVESTIfiBOT  ^ C OMBIIJED  C OMMUISS  -*  189 1-19 19 . 

XT  ' '•’*■  • ^ T"'  ' ' «•  ‘ If 

.,  •.  «V  . - ■ ;■  ^fli  ■ ' ' ,r.  : '^  ' W 

‘^iaeaf  HettAdditions  ^,Net  Pl^t  ^Materiala 


Tiet 


Year 


iMsm- 


:f. 


d' 


1890 

1891  (A) 

1892 
,1895 
*1894 
.*1895 

1896 

1897 
U1898 
il899'^ 
,1900  . 
®1901i 

1902 

1903 
1904“ 
1905*^ 
1906 


’$^794«266  i-rir  16;08O,96S  % 165,144 

2 .000-926  is’ssi'soi  154,439  - 19 ,036 ,330 

4,884,352  ®^i^23,706,243 
?'5,267jo58v  28,973,301 

" 1^240,960  1?^  30,214,261 

6,439,015  36 ;653 ,276 

38,402,981 


2^021*672  (tf^"40i424',653 


,472  ,233 
273,367 
243,236 
336,365 
176;318 
^198;986 
173,753 
644,080 
593,597 
592; 136 
545,401 
871,851 
•863,988 


V 1^^  W 1^ 

'^1907 


I 

■T  i;o8li348 


f 1908  a 

1909  I 

1910  ^ "’%/l83;540 

1911  .^-^  398,747 
1912»  W 643,159 

‘’^91,841 

1914“ 

3 1915 
i - 1916  g 
191t  ® 1 


iw,  .x»a«>.B  . 

' n913  ^^J 


1,747  ;419  i 42  ,172  ;Q72  ^ 

1,677 ,644  43  ,849  ,616 

200;345  44,049,961 

<;t672,212  44,722,173 

■ 2 ,007  ,824 ./  #>  46  ;729  ,997 
’'1,114,866'^'""  ■ 47;844,862 
i 1.8^8.483  i?  49  ,743  ,345 

1 279  633  5i;022:978  ^ 1,027,^1 

416;978^-^.  51,439,956  61,075^ 

54,219,037 
54,402  ,,677 
54,801  ,§24 
56:444; 483 
55; 536 ,324 
56;2445406 


-iit  i;69t,733* 


^^1918 


708,082 
601,255 
317,724 
* 83  ;32  5 
»•  5,491,375 
«26,556 


62 ,210 
72,079 
87,689 
88,204 
80;283 
87,323 
11,447 


56;S45;661  12  ,235 

err  •net  *1^0*;  ■'’^9..RAQ 


i'*" 


57;163;385 

'Set 'not  ® ^ 

62,738,086  " 
62,711,529 


12,649 
14,735 
« 17,838 
21,321 

j.  ' 


24,178,476 
29,246;668 
30,457,497 
36,988,641  ^ 
38,579,299 . 
40,623,639' 
42,345,825 
44,393,696 
44,643; 658 
45,314,309-* 
47,275;398 
48,716,713 
50,607 ;333 
52, 060; 469 
5r,50i;03'i 
53;i99,899 
54,291,116 
64,490;166 
54,889 ;523 
55,524,766 
55;623,647 
56;265,863 
56,867,896 
57,176 ,02  4 
57,261,445 
62,755,923 
62,732,850 
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Note  (AT'coat  of  Road  <5id  Bqul^nt  as  reported  to 


at*  New  York  State  Railroad  ConMlssion. 


M. 


red  It 


K 


tSA 


, 


-'I 

.rZu  ' , . 1 


lajitii.. 


I 


EXHIBIT  A - SCHEDUIE  16* 

ADDITIONAL  LOSSES  ON  PROPERTY  RETIRED  FROM  SERVICE  - 
COMBINED  CCUPANIES. 


Fiscal  ■ 

Cost  of 

Amount  of  loss 

Additional. 

Year. 

Property 

charged  by 

loss  to 

Retired 

Company 

charged  to 

from 

to  expenses  . 

ope rat in  5 

Service* 

and  surplus  9 or 
recoveries 
from  salvage. 

expenses 0 

1891 

$ 222;697 

1892 

247,821 

1893 

i;050,156 

1894 

2,008,604 

1895 

1^018s831 

1896 

794,675 

1897 

821^910 

655^191 

1898 

1899 

416j)471 

1900 

736,004 

1901 

178,091 

1902 

308  253 

1903 

731„718 

1904 

610,011 

1906 

223,241 

1906 

' 133^660 

190*^ 

1,043,405 

1908 

257;,105 

1909 

, 166,266 

1910 

233,298 

1911 

244,544 

133092 

1913 

630,614 

1914 

381,601 

1915 

389 ,635 

1916 

172;182 

19  ir 

1916  V. 

731,315 
207; 593 

19  w 

298,104 

Totals, 

#14,936,371 

6;239 

1 216;458 

34,714 

213,107 

178;070 

872;085 

193,214 

1,815,390 

184;600 

834,221 

50,744 

743,931 

147,696 

674,314 

113;622 

541,669 

63,000 

353,471 

143;476 

592,528 

69,021 

109,070 

148,728 

159,625 

412,973 

318,759 

171,050 

438,961 

56,942 

166,299 

38,271 

95>389 

926,760 

116,645 

163,916 

93,188 

21,137 

136,129 

126,629 

106,669 

103  ,666 

140*878 

“90,066 

43,326 

4^^430 

71,184 

887,210 

94,391 

97,022 

292,613 

135,333 

38,849 

442,022 

289,293 

158,609 

48,984 

241,028 

57,876 

15,262,988  ,673 ,385 


^^TOsT'i^iiijros ' Al® ’ STOPLUS  - 
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V sj, ;,‘  ' .;4’, 


||Biiiitei&^ 


■<  : ' ' U 


fiaTl 


ft  1 ['.>''% 


r -v 


^ 822,678 


1,066,971 
,^■'1,395,359 
1,401,709 


■4' 


i':''l^  ,i 


t'v 


1,487,523 
2,506 ;879 
2,814,963 
3;065,456 
2,857,242 
3,855,438 
3,608,050  * 

3,106,197  W.r; 
3,999,085  . J 

4,230,635  . r-l 

4,267,847  J 

5,066  ;354  ■ y 

4,2ii:;440  ” 

3,775,010 
3:528,728 
3,481,181 


"4,422 ;770 
4,606,219 
4;350,048 
3,895,499 
2,575,245  *- 

kfs,  r ' .'I'Tit  "■-  I 


nV’  ■ 


:J^  , , 
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deduct ioiis  from  thcome^raadejf or  accmed  depreciation.^ 
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EXHIBIT  C *•  SCHEDULB  S. 


1 

a; 

> '.A  ' 

Apparent 

l*leoal<'3 

H set 

Set  Inoome 

leer 

InreBtxaent  - 

from  Oneratii 

1891 

$17  046:109 

1 ■822:678 

1892 

19,036  330 

i;o66;m 

1893 

24;i7e:476 

i;396:359 

1894 

29^246,668 

1,401,709 

1895 

30;467,497 

i<:4e?;523 

1896 

36:988,641 

2;506;879 

1897 

38,579,299 

2:814,963 

1898 

40.623,639 

3;065;456 

1899 

42,345,825 

2,867,242 

1900 

44.393:696 

3:855.438 

1901 

44.643,558 

3.600.050 

1902 

45.314.309 

3.106,19? 

1903 

47;275;398 

3.999:085 

1904 

48,716,713 

4,230,636 

1905 

60.607.333 

4,857,84t 

1906 

52,050,459 

5,066,354 

1907 

51,501,031 

4,211,440 

1908 

53,199,899 

8,776,010 

1909 

54,291,116 

3,628,728 

1910 

54,490,166 

3,481,181 

19U 

54,689,528 

4,107,251 

1912 

55,524,966 

4,511,255 

1913 

55,623,64? 

5,289,52^ 

1914 

56,265,853 

4,18/^625 

1916 

56,65^,895 

4,422,770 

1916 

57,176.034 

4,606,219 

1917 

67,261,445 

4,350,048 

1918 

62,756,923 

, 8,896,499 

1919 

62,732,850 

;2,6f6,246 

ACOnMUlAIEI])  BEFICIf  FROM  OiERHI  OS  OF  CQMj] 
ASSUMING  A PBTUBS  OF  ABB  OHARGISG  fQ: 


I 


Iioes  on 
Propexi??^ 

He  tired. 

216:468 

21B:107 

872,085 

1,816,390 

834,221 
743  ;m 
674,314 
5414 669 
353.471 

592:528 
109*070 
159 .525 
318  739 
438.961 

166^299 

95,389 

116,645 

93,189 

185,129 

106,669  ^ 
140,878 
43,32# 
71,184 
94,391 

292,618 
38,849  s 
289,293- 
48,984 
67,076 


set  ineoBse 

dedxio  ting  lose'^ 
on  ncooer^r 


t 


606;  2M: 
863:864^ 
523,2744 
*413,6% 

'653,302 
i; 762,948; 
2,14^:649 
2. 6^ '787 
2,503,7 

5:262;910 
3,496:980 
2. 946; 672 
3,680.346 
3.791,674 

4,091,548 

4,970,965 

4,094*793 

3,68i:82;fc 

3,393;§t9; 


3,374,612 

3,966,373l 

4,467,93# 

6,168,343 

4,093,23^^ 

4,130,167 

4,667,370 

4,060,765 

3,846,515 


*Deficlt. 


F SURFACE  USE  COMPARES  1891-1919  . 
IGB  BOSS  OS  SUFBESEBBB  PEOFRHiTY. 


6 • 

8 

7^  on 

Siimlufi  or 

Cnmulatire 

Set  Inre  fitment 

Befieit  or  ex  7?J 

Sarnlnfi  or 

: .e 

Co*,  -2 

Col.  6 Col* 5. 

Befieit 

|x;i9S:8E8 

*$  587,008 

*♦  68*..008 

i:332;543 

* 478.679 

* 1,106.778 

i;692;493 

* 1,169:219 

♦ 2.363.471 

2,047,267 

* 2.460  948 

* 4.979.U8 

£;132;026 

* 1.478:783 

♦ 6;806:4£6 

■ 

2;589:206 

* 826; 267 

* 8,1094133 

, • 

- 2;760;66i 

* 669; 902 

* 9,236,674 

2;e45:666 

♦ 519:868 

*10,203.109 

2,964,208 

* 460,437 

*11.377,764 

S^3C7;669 

156.361 

*12,016,866 

5:i£5.049 

378,981 

*12,486,245 

'-■5 

3,1?2  002 

* 226,380 

*13,686,612 

3;389i278 

371,068 

*14,166,68? 

3.410^170 

381,604 

, *14,775,621- 

3,642,613 

549,035 

*15,260,879 

3,643,532 

1,327,433 

*16,001,708 

3.605,072 

489,723 

*15,662,106 

3,723,993 

* 42,172 

*16,698,624 

3,800,378 

* 406,779 

*18,268,957 

-'ii 

3,814,312 

* 439,800 

*19,987.684 

-x' 

3,8^2,267 

124,106 

*21,262.609 

3,884,734 

681,196 

*22,169,796 

3,893,655 

1,274,688 

*52,446,994 

■ ■>* 

^^V«37*91G 

155,324 

*2Sj86e,960 

.-V 

^ 3,980,068 

150,104 

*25,868,268 

4,002,322 

565,048 

*26,596,048 

4,008,301  ^ : 

^ ^ 52,464 

*26,404,242 

-■'.ilk 

4,892,916 

*546,400 

*80,938,939 

4,391,300 

*1,873,131 

*34,977,796 

‘ . 

tp^} 


i'  ••  ■P  A* 

r-*'!-  ' .1. 


%'|.  ' w 4 


1860 

1861 
iM2 
iS88 

j|lfU;/.;  • 'i|i64 


TABLK  iro.,  20 


12  i.3t» 

Fixed  Surpiti#  or 

Ratui*n‘»  '7%  t'eficit  oxer 
on  Col<.eo  7% 

Coloi3o 


:m 

\pio 


\$7Z 

:m6 

;m 

5§: 


♦l^l93„2?8 
. . .332  ,543 
692.493 

2. 047. . 26*? 
2' J.32.025 

2 , 509  >205 
2r.  700^651 
2 -,8430  656 
2^964,208 
3,107o559 

3..  125. 049 
3o1'72o002 
3,309^.78 
3o4lO,170 
3,5'«2;,515 

S I,  ^4-5  u 5S2 

3.605,072 

..■  , BOO., 378 

:!  ,814o312 

3. , @42, >2.6*7 
5 Rm  ^^4 


4,002,3^2 

■:  .008  .-'Oi 

4i.  ' ' I?* 


587o008 

478,679 

1,169,2.19 

2^460,948 

1,478,723 

♦826o257 

*569^902 

♦319,868 

♦460,437 

15bg351 

373,931 

*225,330 

371o068 

381«604 

349,035 

1^327 p 433 
469,723 

♦ 42,172 

♦ 406,779 

♦ 439,800 

124pl06 

681,196 

1,274,688 

155,324 

150,104 

565,048 

52,464 

*546,400 

*.,873,131 


AC'CUTjV  . If  - 

Peflcit  g 

7^ 


4 100,764 

^ 672 0 096 

♦ lp86S,36> 

♦ 4,481,495 

♦ 6,273,923 

♦ 7,539,555 

♦ 8, 627  .,017. 

♦ 91550,771 

*16,679,7t^£ 

♦ll,271,99e 

*li,,68i%lG3 

*12,750,530 

*13,250,599 

*13,796,637 

*14,2l5,'^i67 

*13,830.^870 
*14 .,562 -,900 
*15;, 410, 377 
•16^£95  Bt-t 
*18,518,39< 

*19,690,576 

*20,487,720 

*20,647,172 

♦21;,937,i57 

*23,322,647 

*24,390 

*26, 045;, 045 
*28,414,596 
*32,276,749 


•Jl' 


i.i 


"XXSlJil?  C/  aCKEKTl* 


ACCTOOLATBL 
ASSISI  NG  FAI^» 


1,  5: 

TittCtlX  Cost  of  AppAr«uit 

Tsar  Bo«d  & Ket 

Ibw^acc. 


, la  _ 


< -6. 

Tixed  Reiujans  Stirpluc 
9fi  1660^1075  et 

1876^ 1850*  6Ter  yix4d 
fisturns 
CflloS'CCi.  4; 


1360 

$l,4f>;vn60  1117  '?il 

♦133  , 655 

*♦ 

15,944 

1861 

1,5;:' ' 176 

13i ,183 

142^486 

7„303 

1862 

ipoSc , 170 

137^581 

165 „ 255 

'?f- 

27:874 

IS63 

2,376,720 

ji49,324 

213.906 

64.;,  582 

:.96i 

093,631.. 

6?pC90 

Z^2^41B 

155:,32S 

1865 

z^ii9;,zf4 

187,838 

244,204 

*. 

56  366 

1666 

2, 817^043 

381,484 

255. 534 

127,950 

1607 

3 .262,386 

528,546 

293.615 

234-,  931 

1868 

3 Ji33;669 

234,127 

300.030 

* 

65p903 

1365 

3,506£833 

376,936 

3i5.j615 

• 

61.,521 

lifo 

3,596,560 

287,833 

323,600 

♦ 

35,767 

1871 

3.;  670,743 

357,191 

330*567 

26*824 

1872'; 

3,990,014 

346,309 

359,101 

* 

12, 792 

1873“ 

5,016,769 

475*783 

451,508 

22*276 

1874 

5,232,048 

518,729 

470,864  , 

17*845 

1876 

6,358,307 

8 59  f,  742 

482,248 

7;7*494 

1876 

5,441,036 

677;570 

435:283 

142;  28? 

1877 

6,388,840 

674.jjai 

431,10? 

143; 104 

1878 

6,676,653 

641 ,427 

464,062 

187-375 

1879 

5,956^426 

624,489 

476^814 

1474-975 

1680 

6,046,979 

621; iig 

483,758 

. 57,654 

1881 

9,050,503 

968,007 

724.040 

243,967 

1882 

9,716,186 

706,117 

777,295 

* 

72,178 

1883 

10,468,324 

901,631 

8S7;,466 

64,3  65 

1884 

10,578,001 1,046,667 

846*240 

200,32? 

1886  11,350.891  906  £,726 

1886  12,459.718  724  £,808 

1887  13,090,600  5,080.6*8 

1888  13,865,627  719,992 

1889  14,319,662  803,697 

1890  16,086,699  755,401 


908,071 

996,777 

1;>0475248 

1,109,250 

*.146^565 

1,286,936 


* 

♦ 

« 

♦ 

« 


1,345 

271,969 

33,370 

589,258 

36l£,a68 

531,535 


It? 


k 


TAMM  SO  20 


tJOMPAHI^  rSOH  j 
1876-4890.  7^ 


J.feJSrJ875.x^ 


coO  1919^ 


: 10,  iu*-  12. 

Jificax  Het  A.ppsTsai  Loss  on  Set  Income  Fixed 

Tear-;  I«Testmeat«,  Set  Property  after  Setum*  TJf 

TacOTBSv:.  Rettredi,  deduct!^  on  CoU8^ 

loss  on; 

' 4 , r property  ' 

'■ '“'“'v;  4 --  Retired^^, 

1891  $ 822^678  I 216^458  # 606,1220  ♦io29332.28 

1892  i9,036..33Q.  1:066,971  213  107  853,1864  ...332,543 

1393  24^173,476  ls,395^369  872.086  523*274  i;692c493 

4^84:6,668  1,401,709  1,815,390  ♦ 413^68*  2,047,267 

139^^^*37-497  1^487^523  834.221  653^302  2..l32p025 

1896  36g938,641  2 506  .879  743.931  1,.762,,948  2 589,208 

1897  3S«579„299  2,814^963  674^,314  2^140*649  2,700,551 

1398  40,625,639  3,065,466  541,669  2c523|787  2,843,666 

1899  4^,345.825  363.471  2 503,771  2o964«2O0 

1900  44,?93,696  3,855,438  592.528  3,262^910  3,107,569 

1901  44,643»558  3.608^050  109 ^,070  3,498^980  3 125,049 

1902  455314.309  3;i06.197  159,525  2, 9461572  3.,l72n002 

1903  47^275,398  3.999,085  518,759  3^ 680|346  3,309^2.78 

1904  48.7163713  4 '.930  635  438, 96i  3,791*674  sUlOpW 

1906  50^507,333  4,257,847  166^299  4-O9l|o40  3 542,513 

1906  52,050.459  6^066,564  95..>389  4,970^966  3,643*532 

1907  61im,031  4 .211a440  116!,646  4.0943796  3.605,072 

1906  53*199  .899  3,. 775,, 010  93,1^9  3;68l|82l  3;723*993 

1909  94;891,ai6  3,528.728  135,129  3.3933599  3,800,>378 

i-  iO  54^490.166  3, 48ia81  106,669  3 574^61$  3 814,312 

^ ■ j 

X91i  6-4SS9,528  4,10?5  251  140,878  S,j966j373  3,842o267 

1912  95*524  .766  4,5  511^256  43,326  4 467,^930  3 886^734 

1913  55,e23;e47  5„2395527  71*184  5 ie8|343  3,893*655 

1914  56,266£,853  4-387,626  94.,39.^  4,093|234  3*937,910 

1916  £6^357*896  4,422.^770  292.,&l3  4^130*157  3 ,980*053 


1916  67,176,034  4«606*219 

1917  &7.gei,44»i  4,350,048 
-1918  $2^755^923  3,.S95,499 
1919  62*732,850  2.575.245 


38  ..849 
289 ,293 
. 48  .984 
67-076 


4,567*570 
4 •060*755 
5,846,615 


2,518 


3 69 


4,002*322 
4 008,301 
4,592,916 
4 591,300 


13. 

Surplus  or 
Osfleit  oTer 
’r%  Col.ll- 
CoX.13. 


Deficit  St 


*1  587,008 

* 478,679 

* 1,169,219 

* 2,460,948 

* 1,478,723 

*826,267 

*659,902 

*319,868 

*460,437 

168,361 

373,931 

*225,350 

371,068 

381,504 

349,035 

1,327,433 

469,723 

* 42,172 

* 406,779 

* 439,800 

124,106 

581,196 

1,274,688 

155,524 

150,104 

565,048 

52,454 

*546,400 

*1,873,131 


*♦  180,764 

Aeo  ftOA 


* 4,481,495 

* 6,273,923 

* 7,639,365 

* 8,627,012 

* 9,550,771 
*10,679,762 
*11,271,994 

*11,687,103 
*12,730,530 
*13,250,599 
♦l3,796;637 
*14,213 5^67 

*13,880,870 
*14,362,808 
*15,410,577 
*16,896  882 
*18,518;594 

*19,690,576 

*20,487,720 

*20,647,372 

*21,957,160 

*23,522,647 

*24,390,184 

*26,046,043 

*28,414,696 

*32,276,749 
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m 


TS 


'^iiS 


> ; ^^•■■'v 


SUMMABISEX;  SIAm^T  OF  PREMISES, 


■*?!  f 


v,t^^;^,t^BetalXed  Ketvhode  nod  Principles  fully  set  fortb. 
' _in  VolW*©  II  ajid  in  introductions  to  each 
^^^jEhihi.  Volumes  II. to  V/ inclusive. 
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’■  t'  »>  -’i 

|> ^..  - 

jit  iH-'-c*-  'iiiiltrtflfr-:  ” 


.*  I 
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^ ,g 


iPv>^sr:  \ 
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}-EmKkL  PREMISES  . PHYSICAL  VALUATIOI^ , 


Ele^-enta  of  Value  Considered: 

‘I'liis  eppr'al^.ern©nt  attempts  to  throi*  li.  hi  on  tho 
questions  of  "iralue”  froni  several  different  ang  ea.,  rather 
than  tc  restrict  the  consideration  of  valua  to  • he  usual 
figuT’S  “ ’'Co®t  to  Reproduce  . To  this  end,  various  ele« 

nents  of  ^relue  were  considered  , as  follows/ 

1.. .  Inventory  of  all  physical  property  used  li  trane- 

portatioffl  service  of  the  surface  lines <, 

2 . Other  property  owned  hut  not  now  used  for  this  trans’^' 
pertation  service  distinguished  as  hetweei  (a)  propci''vy 
held  for  future  tranr-portation  use  ae  a rt  suit  of  fore- 

sigh-  in  th*  '' ' f and  (h)  other  pro- 

perty no  longer  *used  or  of  prohahle  futur«  use  in  the 
ser  ^icc 

3..  Cost  to  Reproduc.®  Kev  of  cueist ing  property  as  ascer- 
tained from  the  actual  cos-t  records , or  j,  wl  sr©  records 
were  Inccinplete  estimated  on  the  hasis  ol  average  nor- 
iral  ^cstffi  over  a period  of  yeare  prior  tc  date  of 
appraisement » 

4.,  What  it  would  have  “ost  to  reproduce  che  property  new 
at  given  pr©  war  prices  (Juue  50  1914..  . 

■ So  What  it  would  coi?t  to  reprcduje  the  proper -.y  new  at 
today's  post'-war  pricei**  (Imie  30^  1919)-. 

6.,  Eis'oorical  co^t  io  date  or  ':£.rue  investment  in  all 
ulant  and  equipment  esc  Iff  ting  of  each  fiscal  year,  regard 
Xeti'-  of  th3  ar.:oun?'-  ®uhaequently  superseded  > 

7o  Historical  co*u  to  dd‘»>s  cr  in'-'estmen^.  in  property  ex- 
isting as  of  each  fi&c&l  year  (i«e  , ■ on  strict  inventory 
basis)  after  deductirig  from  capital  accoun  propetxy 
superseded  each  yeaT^. 

8.  Inreetmen-:^  vt\l-aee  -.nrol'^ed  in  current  and  future  lia- 
bility for  renewals  or  replacements » 

9«  De^^elopmen;  'expem-ef-'  no'.  iud'ia;>jd  by  a physical 

in/entory  but  incurred  n developing  and  perfecting  t-h? 
properi.y  and  service 

10.  "Fair  value"  for  rete-jnaking  purpose  as  p?^rtaining 
tc  the  present  situa^.ioci  ^n  all  its  aepec  s.. 


Ti>e  .tOOBt  ap  for  rate r-. 

differ !<  somfev/lTiat  from  tb©  \?aual  rigid  apppa,  .c’.a..  matnou  gorior- 
ally  f olio «f;d  in  th«  past  ijrown  ae  ‘’Cost  'i,e  Reprodu‘”;e  „ 
This  was  gonci&lly  held  vo  mean  the  cost  of  reppoducing.  in 
brand  new  condition  and  in  like  kind  the  enti*  b opsr arcing  pro«' 
perty  found  on  the  date  of  the  appraisal  undj#  today  e jonstmc 
tion  (jondititnft  and  using  unit  pri«es^  as  of  the  same  date, 
loiter  the  defini^otoa  wa^  broadened  aomenrhat  In  ita  general 
rif£g<{5  30  a®  to  mean  the  cost  o reproduce  the  property  foixnd 
on  a given  date  under  subs  vantially  original  condition® , ua-^ 
ing  normal  prices  or  price®  averaged  o’^er  ''  term  of  year* 
vhere  i^lde  fXu;^tu«tions  occvirred--  Quite  rSvently  . the  defini^ 
tio^x  has  'ondergone  s^^ill  fujrtlner  modif,  cations  “n  the  effort 
vo  satisfy  the  condition  where  thtf  owners  of  a utility  pro* 
pert'^  are  held  to  be  entitlosd  to  receiv^e  a ”fa.r  aiid  reason-* 
able*'  return  on  the  ^actual  investment”  made  from  time  tc 
tirca  in  property  "used  or  useful,  in  the  operation  of  the  road”o 
This  las';  definition  of  value  evidently  tends  toward  the  deter- 
ninationof  actual  capital  investment  finally  resulting  from 
effieien  adudn  stratio^^i  in  (1)  producing  the  property; 

(2)  operating  it-  efficiently  (3)  extending  it  as  required, 
and  '4)  maints^lning  it  up  tc  the  physical  standards  necessary 
for*  effijienf  operation  and  the  reasonable  requirements  of 
the  service o 

The  detemiinaiion  of  fair  return  earned  \inder 
these  last  named,  condition©  in  olvea  an  historical  study  of 
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i.sti^  upSa  the^propert,y  4b.  past  years,  espcciaUy; 
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t^ing  into%c<Dotmt  various  perils  during  ahieb  xnbst'^of 

11  supersession  of  plant  was  required,,  due  toschange  in  m. 
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)lbpai*atlon4'and  equipwent  ^standards  and  the  requlreraenta  of 
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i^  traveUi^ 5* public  e4,In^other  words ^ if  it  be  reasonable 


- •'*  7:  0 m , ^ 

'io'^^aearch’^'Uie  iaai,  to:  a the  aatToiax  1®'^®!  ^original 


.uyf, 


c08t*I(w«BSBflly  much  beloir  tbe  eost  leiel  of  recent’. years 
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and  montha)i  It  is  equally  reasonable  to^aearch  the  same  past 
for  the  retuSL actually  received  from  the  propertyJiin  order 
to  ascertain  whetJ^®**  the  ^.estabiiehnw  of  the  new  “rate  aiU  „ 
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In  the\appraieal  submitted  herewith  (June, ^30,  1917 
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^the- normal' cost  basieit  le,  u»ed'i»»  that  is,  in  this  appraisal 


the’^  plan,  has-been  folio  ted  of  determining  individually  the 
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cost'  and.,  value  loflthe^variou#'*' elements  of  the  property,  uslzig 
n^' A . ™the  original  cost  InHhe  case  *ofv  eom^  of  these  ele^nts  where 
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lin  ilae  auppiement&l  appraisal  estimates  designed 

'to'  tlSow'’'fprt]air^'3^^  change  in  cxirrent^  mar 
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ket  price  vOf'*c<»nmoditie^  and  labor  during  recent  years ^ the 

' a * 

actual  prices  current  during  the  middle  of  the  construction 
’ 1^'"  ‘ ^ ■ '.^  • -.1.  ■ 

;t^'^*"fteaBonf^Pf  pi^S^ar  and  pbst^war  year®  were  used,  that  is,  as 

Of  ^une  SOi  1914  and  1919  / Vespecti^ely^®  in  place  of  those  ” 

" '.^"  'jv  , *'  ^ ffl  ^ 

above  cited*  r^  Theae^^cur^^  price  levels,  however,  have  been 

^ appliedfbr^  principal  group®  of  plani^  and  propertyasuch  as  . 

L;_  <1:  ' :v^  V-n  **  ■■  ■*- 
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ral%»^opper  and  car-’bodie?^,,  and, not  as  a d,et ailed  repricing 
”"bi’'ftlie/j'apprat8al*>«^Hence  these ‘revalues  must  bfe  regarded  as 


BiS*V  f BX^'^*angineer'’'S' estlzB^  rather  than  appraisements*  ''H 
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4*1  HUtorical^In-Tyestment  Cost;  . ,v, 
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finally,^ the  historical  or^actual  in 


vestalent  'costsfVere;,pa8certained  by  a ’detailed|8tudy  of  the 
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't  record*  for  eech^^tscal  Veerrslnce'^-iaeo,  n^ing  proper  iddl-’S- : <8 
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j^tiorfs  to  and'deduct ton®  from  capital  accoimt^  of  each. year,  ’ 

’?/ac cording  to,,  the&ount  ,of  extensions  or^ BUperaesaion’"ac“4 
> *>  tually  found  for  these ^years*.  This., historical  analysis  had 


|B^:  l^no  reference). whatever  to  stock  and ibond  accounts,  dealing 
mi±}n  nlant  J and*  eaulDment^ in  existence . eacb^s 
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only  with  actual  plant  J and*  equipment^in  existence,  eacb^^c 
.cesslve^ear 
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SSeneln  Oevoioprasxst  Expense^**/ which  were  inad©  at  var- ' 
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R^'ioiiavtiinali  Upon  existing  Operating* property  for  Its  lmpPOVS=-V 
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HV^Wnt  ’ or  to^acllitate^^^^^^  wunlcipal  construction  work, 

-r.  <? " > 

Mtlwhioh  ©3cp©ndltut»ee  would  not, appear  in  the  inventory  as 

ii  ofv'3'un©™30,,A917l^  actual  loss  on  all  pro 


acquired*;  ahand^oned  or  sold  was  determined  as  set  forth 

— ’iUpT'S^  o" , . 

Also^other  development  expenses  i. were  revealed  “ 


hereint, 


1?  which  were  formerly  incurred i'in  th®>^  organization  and  produc- f 


tion^of  the^property  as  a complete,  operating,^ going"  systemo 
P^feoweveri^itttla^  important  to^n^  thatjv^he  appraised  Cost*  16 V 
‘^^Reproduc©  Hewi^aa.  herein  defined  toMetaii^  does  not  include 
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suoh'lhtaxigihievelemeiJta*  of cost  f incurred  in^the  development 

V ' 'VSa  .'  ' ■'  ' .w  Vr  1 


life  of  the  property  to  * its  present  state,  as  are  represented  by 
- the  oumulative  deferred  return,,on  the  .actual  investment  (!>«“> 

■"'.t  BJt,  ^ 

i»?*^‘loff/iwhat!^y>&be  deemed  a fair  return  thereon),  resulting ’'from 

' ''"  ■ ■ ' - . '■  '■''■“<#  dSf  ' t,'  <VJ'  -■^-  Bi- 
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V the  Insufficiency,  inmet  income  under  the, rates  of  far©  pre 
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ig  in  the"  past ^ 
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^ 'These^plant  development^Sxpense “items  represent 


actual , voucher  cost®:  of  such  work  as.c^nge,  of  grade,  bridge 


■ ’.  expenses  0 moving 'j!0]bst rue ti'ons^'^ahd^'pole  line.Si". protection' of 

— . t-,  ;»  '•  ■ ■ W ■ '"  .vi..  '■.ii.j.ij.,  . .,  ...HU...,,;),  . . |^*;>r.  j,?!:,*. 
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r^^J^tracfcfi  and  conduit-lluring^sewer  ;‘and  water. vmain  . construe ti on 

yfi  ■ .■ .: 

PWfiii.  'of  past’' years  ^been  sufficien^^,  aipor--  ' ^ 

tl  on  ''Of ' these  ‘ plant  :..de vel 
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4id«reaja»  tovtnB  T)een/iaortlsed  through  the  operating  ac- 
06ttntA!'fA»  In  %he  »«ttlenie»t  of  the  Coney  laland  Av«.  Im- 
ij^ovemfenfc ) In  view  bf^.3^i8t^ical  analyses,  these  It  era 


* -are  Wgsr^ed.eS  'lprope^^  the  inventory  and  are 
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J . includedvat'iObsi  if Ithout , supercharge* 
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and  Corporate; 
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"Contractors  Profit"  is  not  Included 
r.ln  luMp  suin' or  aev a percentage  in  the  unit  prices  in  addi« 

M'"-  . _ ' *■  ' T-r-  - *K. 

J(,  , 

tionHo'thatf  ofHhe  dl^^  or  sub«contractor.  -But  instead, 
the’"  various  elements  of  .cost  over  *snd  above  bare  construct  ion 


cost^of  material  and  labor,  are  set  forth  in  detail  on  the 

itf  ' /■  If  -.s,. 

assumption^' that  complete  property  is  to  be ‘reproduced  large- 

on*^force  account ^by  the  company's  own  organisation  aot-^ 

t-  •*  ' ^•  ^ u - Ou.a 


.«...  "'WILT  ' 

Ing  as  "general  contractor.  This  method  produces  in  full  de- 

■.  ' w ^ «'■  I 

i'all  essential  data,  required  for  analysis  of  all  construction 

vlfij  ' e«., 

\costs, entering  into  the  appraisal* 

Ur’-’  'i- fw 

TO  the  bare  construction  or  sub-contract  cost,  cer^ 

overhead  or  supercbargos  ^ha^a  heen  added  to  cover  ex- 

k;  . J: 

pealiturosffordiharily  incurred  for  Such  items  as  construction 
® organization, ^emli&ering/  and  contlhgoncies,  these  costs  ^ 
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varying aaccordli:^  to^^the^olaaa  of  work,  from  5 to  15  percent, 

F averaging  aomewha;.  over  10  percent; for  thp  whole  property, 

■'  ' ' '*  ' 

It, '"''JH&Sfc'"  These' construction  supercharges  .however,  do  not 


J Include  certain  clearly  defined^  corporate  and  financing  ex- 
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IV  ‘Pehsae  i?hlch  wara  finally' addadv  to  covar  aditiinlstratloii^iand 
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legal  expanse*  no-i  chargeable  to  conetruction,  interest,  > 
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t axe  a i and  insurance ‘during  construction;,,  and  the  cost  of 
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oapi^i  trae  Inoludl^d*  ,,and  cos  v 

of  BitC8io.y  was  asfiS,gj!iod^^'biif 'tfis'^asstijiipttioxi  of  a pi^otoct^ad  In** 

j'  ' ' - .s’'  ' ' isl®  |^'  a.  ^ T 

l“or/ I^BuSii^  property  under  stMjle 

^'^'•'  'My'.ry' ' 'a.,  i ■®  ' ''7> 

-aneMee-donditlonfl  ^deregulated  both  aa  to  offeettve^^ad-* 

■WfciaJ-  -4iP,".  ■'  ^ ^V. 

^^tElratlon  and  proSeotlooa  against  destructive  competition* 
total  cons tmotion^  period  of  fourtyears  was  as«^ 
Stuaed part lalv operation  to  oommencO  as  fast  as  integral  see- 


vtlons  of  the  property  were  conpleted*  This  appraisal  was  there- 

fot’Siibullt  up"  so^aa  to^  reproduce  fully  the  actual  px*ocesa  that 

■;>«'  , Sp.  “ fc -^p.. 

would  probia^ly  occur  In' the  organization  and  production  of  the 


ff'. 


jJTA  ooinSete''  ppopertr fr<wi  ItTs  Inoeption  to  final  operation, 
-i  . WrtHBSWL'  ^ • 
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^or  Bactenelops  and  Bettermeatajs 


Having  already  been  audited  by  Price,  Waterhause: 

]'^  , fO  ^ J .4^4.  ■■  4.  W l'" 


&'^Co.,  these  capital  additions  and  credits  wore  taken  aa 

.iff  ■ 


a*Sitedr‘'as*'a‘‘tesl8  of 'bringing  to  tete  the  Arnold  appralBal 
as.of^fune'  30  1917»  care  being  exeroieed  to  deduct  from  con* 
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Struc^  ion  expenditures  the  co&  lof  all  property  included  in 
the^^Jtoold  Appi^aisai  and  to,  li s tore  any  credits  by  tb® 

.vj_' 

Hl/oompahSes  for  proper "ty  not  tooludcd  there  in^  and  also  that  pro« 
hv;per^y  legally*  transf^red  to  Burface  Lines,  formerly  leased 


’"“lit-,  SB  -.A  ' ,^'(r 

i^hem  by  theJPranslt  3)eveiopment  Co.,  now  dissolved,  should  appear 
“■  iiiK*Uieir  respective  plant  accounts. 


r y'  y’  ,v  y ^ 

tj'e.  ateite*!  Motea  on  Appra.^ijal:  . , . ..  ' , .,  , , i 
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Allpeatton  of  jointly  owned  property  aa  bettfeen 
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companies  has  been  determined  upon  a basls^of  franchises 

• , , 'Xy.  , 'i:w,  _ li'rt  A .u. 
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^ i||fe|ir^0tl^1^  '^^y  t^e  ^ 

plant  was  not^\50iisider©fl  in  the  main 

,'■  . ^ ^-'^L 

r .^appraisal,  astthe.  application  of  ma  principle  .would  have 

-''S'-  -;"'  ^ . ^ ^ 

;i^o*^ilmita*  J it, has-been  the  object  in  this  case  to  ascer- 
'V  "J,^-  ■>  t ‘1  «» 

tain  as  near  as  j^ssiblc  the  actual  investment,  in  the  pro- 

9?iaitent  of  Properties  Appraised! 
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According ^to  instruction®,  the,  1917  appraisal  ^ 
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ccwored^allfof  Ithe^^street  of  the  Brooklyn  Rapids 
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, ?W4  '!rti;''-  ,.  ' f ‘-iSi  aj.,  ' ■ "f?  1*^  * *'  "^" 

^:®c»i»j»an0it ^"Company* a aurface  system  with  the  exception  of  the 
f South'Brooklyn  Railroad  Ja  corpoiation  organized  under  the 

,'  ^.  , ' S ' ^'  ' ■‘' 

'^teem.raiiroadvlaw),  and^ its^ lessee,  the  Prospect  Park  & 
'Coney®l8land.Rallrosdri!t  This  surface  .system  covers  all  of  , 

■i  "'  - »?A“  ■-|^■..-  iM  v '■  5'  ffl  tS"- 

5®  . .ft'"  ' '’i*  ''>?■  a r.  -*■ 

' .Brooklyn  and' extends  into  the  Borou^  of  Queens  as  far  as 

* r^,. 

Canal  St Jamaica Main  St.^^loop^  Flushing ; Maple  Ave.loop^ 

.1  " ' ^ m ,..■  '^Jiy  '■;...  * 


Ri?'  : i,Vi'''-  -iW  IW’T  -r-’',,l_^,  ■ . , — )g  :.'  ■■/-  - - W 

lii^^  JNorth  Be ach'J?  and  .with  Short  extensions  .across  Newton  Creek 

«»V»>>JVA  ^ ^ ' 'id’.  tlM’^  ««*.'.  •»  k 'lik 
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Mf7'n/®rowGreenpolnt  to.HThiters.P  and  Old  Calvary  Cemetery, 

T;'  ’/  ■ y'‘^‘  --  r ■ L '■^  ■.p*TC,.»i  ■■'  ,^i  >jr 

" Long'island  City,  and  a few  short  lines^extending  Into  East  _ ^ 

^■lilQiT.  rNmnP-v^tiu'V  '..n_  .aji  JiuJr ^ 1 wav  ao  a /SvMlrvmn  a 4 irirr  vrinai  ■ 
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« The  individual  railway," companies  comprising  this 

!.mf'i^'’  'iKsik. '■.  '.ij  - ,’t'  .J®"  ' — “-’“’-.'f,®-, 'i  iiiifftM.*,  ' i"; 

■ :TWS<J^  *‘■-£•1.  '<i  ;'"  t*  ; ^ 

* system ' ( including  .the  Brodklyn  City . Railroad  operated  by  th;^ 

HW  ' "A.  .S!teec«>  -s; 

Brooklyn, .Heights  'Railroad  unden/a.999  year,  lease 
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w Brooklyn  Heights  Railroad' 


ii4‘  I 


.^mi- 


.^Brooklyn'' Citt'  Railroad ^ -ms-^  >>7^ »' V4 ,. 
<^Na80axi!.  Electric  Raiiroad 
Brooklyn, Queens  County  5p  Suburban  " 
i ^Railroad  Company's,*.. 


^Coney^Ialand  & Brooklyn  Railroad  Co.,*.' 
;*#L  J Coney  Island  Sc^GraTeaend  Railway  Co., 

1 Prospect  Park  & Coney ; island  Railroad,' 
South  Brooklyn  Railroad  .'V*  « • • . • 

a „-..*  ,-■1'  ' ' '■■'•  w 


Kileage  owned  1917 

b ; "'1  a 

5,08  ^ 
240.07  ^ 
yfe  147.23^ 

64.76 

1 52. 89  -j  ' ■H)' 

7.62^ 

30.22 
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r^^i!^fe-Brbokiyn\'H^  Railroad,  - operating  largely '‘as  a 

^ uiiatT  ^.; 

holding  co^any,  owns  only  the  coKqparatlvely  short  mileage 


in  Ronlague  St  . i Gold^St  . , and  in  Bergen  Beach*'.  This  com- 

' ■-  .f  ■ ■■S' 

:tW<V  , f?f' 


E' 

pany ,i however conducted  all  the’^ development  work  for  its 
“ leasee --the  Brooklyn  City  Railroad,  forming  nearly  half  of 

■^”*”'V(i  ,/ 

the?'surface®llnes  mileage Owing  to^the  complete  amalgama- 
- tion’^of  the  property,  both  as  to  construction  and  operation, 

M ■ r'^-'  ( •'  ■■  c. 


<;  it  was  found,  exceedingly  difficult  to  identify  ownership  In 
‘ much t of  »the  property ;i principally  Track  and  Line,  and  the 


'•<1 


..j. 


ill,  ' two  roads  have^  there  fore  been  considered  as  a single  system 

, - ta:-.  e»  'r  ^ . 

> . ■ ->»■  ' ;■?' 

i^j£  ■ H%for  the  purposes  of  this  eppraisal,  the  work  of  more  detail* 

mJl 


* «)t  (>  '_  'iv-. 

ed  separation  not  being  considered  necessary!  at  this  time.. 

.'I  ,'"  I'jp/i  ' * 

ThB  Brooklyn  City  Railroad  and  subsidiary  lines  com- 
prised  moat tof-.' the  older,, lines^ and  formed  the  nucleus  of 


w. 


fSS,,.  ‘ ''I- 

the^ntire^systemf  being  originally  horse  car  roads. 


Railroad  Co.  _and  Its  princi- 

f,  pal'! predecessor, /the 'Atlantic  Ave«  Railroad,  was  built  to 


■ . 'V..,''  ■“  '"ft  - '"fe' a 

^ “"a  conslderdkiLe  extent  as  a^compebitlve*  system  centering 

■»x.  »•  Mm  ‘•ri-i  -.'-rl*!  ■ -\'!S' : ^ 'ill  i4  ’ '*T''  .■ 

Sji'  pr  '■  'S  ■ 7,.  ''■ 

* « around  the  Atlantic  Avei  feeder, with  a. few  lines  fed  by  the 
Broadway- feeder.  Itx  was  '^electrlcally  operated  from  the 
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in^ilines  were  .i 
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developed  aroimd  the  nroadway  and  Metropolitan  Ave,  feeders ^ 

W A ' 

reaching  East  New  York,*  Jamaica  and  Flatlanda  sections. 

a ■'! 
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The  Coney  Island  & Brooklyn  lines  also  formed  one 


w-,.  ? 


■ of  the  original  railways,  sc  entering  about  the  Pulton  Perry 


*"u' 


later  the  Brooklyn  Bridge  terminal.;  They  were  mostly  built 


for  Coney  Island  service  but  subsequently  merged  with  lines 


operating  in  the  Wllliamsbtirg  District, 


% 


The  Coney  Island  & Gravesend  lines  are  entirely 


, 'flocal;  covering  the  Coney  Island  waterfront,  and  supplement • 

> i «.‘  a,  - ■ , ■ ■ 

ing  the  Nassau  service  thereto,  being  built,  in  fact,  by  the 

iv. 


Nassau  Co, 


-> 


VThe  physical'  property  of  these  companies  comprises 


a complet'e  street  railways  equipment  with  certain  exceptions 

, ..  . ^ 

^ as  to  power  generating  stations  and  maintenance  facilities 
formerly  handled  by  the  Transit  Development -^Co.  ( a business 


'ij* 


corporation)  under  contract  with  the, surface  lines,  this  j 


Company  acting  as^a  clearing  agency  for  power  and  mainten* 


■.V 


anceT  in  the  interest. of  centralization  and  efficiency.  Upon 


the  retirement  of  the  Transit  Development  Co.,  its  contract 
7 operations  in  connection  with  the  surface  lines  were  assumed  j 
by  the  Brooklyn" Heights  Railroad  Co.  and  its  rolling  stock 

-i3  ' •C'  • 

transferred  to  the  ownership  of  the  respective  surface  lines. 

- • p ^ ■-  . 


It  is  important  to,  note  that  the  surface  lines  appraised 


are  still  practically  on  a basis  of  purchased  power  and  con« 


tract  maintenance,  as  fully  set  forth  inithe  detailed  . 


appr  alsal. 


10.  ^ 


of  Soutl 


and  Lessee  Roads ; 


c>: 


In  the  original  3*19 17  appi^lsal,  the  South  Brooklyn 


‘.'W' 
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TO  ' -'-'WRWwsiWKtfr  WB»r 

Raliroid  and  ita  'laasa^a  were '.exolnded  aa  they  were”' not'" 

“‘DartiolpantB,  in  the  then  prooeealng97^  However,*  In  the  pres- 

sft  ' l ■ ^ ■'■■  - '' 

©nt  proceedings  ^ ’‘as  all  of  the  surface  lines  and  corpora-  ^ 

w '^''  *'•  - ' -4^  ■^'  ™ “ 

tlons^*  involved  are’^imier'^conaideratloni.  it  is  necessary^to 

L^'  " '■*  '^V  > Sa  I-  '"  . 

X,.  xVl  •nr.r*Alfi-.rrjhVY+..  > 


^ add' their  value  to  the  original  appraisement.,  > 

t ^ _ ■■■  ' ^ jf  ^ ' tg  - ,, 

For  this  purpose,  an  appraisal-^of  plant  and  equip* 

^ ■'  ...,  ^ r 


„ ri,,,  ' “.IfJL.’  .iT  i, 

Bicnt  recently  made  by  Messrs;  Stone  «c  Wehater  Is  taken  as 
reported^and  the  value  foimd  therein  is  set  forth  in  the 
^ appraisal  sinamary  accompanying ‘this  report,' as  a lump  sum 

s -j;'  ■ *■" 


addition  to  the  Arnold ^ Appraisal,  amounting  to  $4,847,215.18 


■xiA 


er  ^ ^ ^ - ffj 

asrof  Jxma'SO,  1919.  The  appraisal  by -Stone  & Webster  1® 
understood  to  be't  ^sed  on  a historical  analysis  and  audit  of 
the  aggregate  tactual  investment'  cost  in  Road  and  Equipment 

..  . .“  ' .•„*■?'•  ''111  ‘I-  .3  - . . 

PV  s S?  the  South  Brooklyn  Railroad  and  leasees  since  their  re-  ' 
spec tlve  dates  of , incorporation.  ^ ^ [.. 

9L-'  '■  ^ -V 

South  Brooklyn  Railroad  Co.  originally  or- 

■•‘i',  r_..  Ut 
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aaniaed  as%'ste8m  service  along ’the”* southern  edge  of  Green- 

.V  , .^7"*“'  • . ‘ n 

wood  Cemetery  to  the'^waterfront,  leased  the  Prospect  Park 

' it.  ' T "I.  ^ ^ 

,f  "Ajf-  ^ , >«>• 

and  Goney  Island '^Railroad  and,  in  turn,  the  latter’s  leased 


'tel 


,.  '11 


1“  ilnes\  vls.,Jthe  New  York^a^  Coney  Island^Railroad  and  the 

Prospect  fPark  S-  SouthiBrooklyn ‘Railroad,  covering  certain  ■ 
' ■ ■■  . a . , ^ 

rlfihts-of-wfir  in  the  Coney  Island  district#  Much  of  this 

‘ .4"^'  ■®''  ‘v  ^ ■ 

‘right -of -way p bar  been  leas ed? for  rapid  transit  purposes,  is 

vv'l-...  r ■ “ a " sl--^  ^ , 'V 

w "Vii  ...  . _ ^ 


t‘  “ #1*  'iff  "Vil 

with"' surface™ line  service  also'- remaining  in  Grave sexai  Ave 

.j  .ik  B-_  ■ ,.  ^ ...  ■'TiC-  Al 
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Tlila,vacliedule  defiaesHhe  jtiethodS;|and  premiaes  ~ 

'#-  /'-’iNrv'i  w , “■  . ,^.  ■ ''  a'  Vr  “ 

v .'^.■tAf  -Ilf-*  n ■ : ■'^- 


nm 


ldok.ed' In ^obtainlne  ibfi  hist orioaP^valuesi  used  in  computing^ 

p41  »»8^i^  :,,s  ^ yii  ■ -J'  g.  ;■,,.  w > -p... 


'i'^kmsSu. 


j ^ir%  <«  1 


^ferarred  inc operand  retwn^pn "investment*.  Also  tiiere  ere  detailed  ^ 


PtBT* 


_ - t,  ' ^ ^ f 

tha  various' accounting^  adjustments  ^necessary  in  deriving  true 

i-  * i V-^'  '■'  " '»  «r 

net- income  forj the t, individual  and  combined  properties  respec-  'rf* 


'fe,- 


i^l e . 7 to.  eliminate  Inter-c 
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company  transactions 


.-i, 
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For  convenience  imanalyzing  »i 

— r-— -r"^ — 5-  *■  ' 

„ ..,,  ’'■ .,  ^ •<«'  't‘^  1 % 1 

:^p’^ratlng'‘’and  financial  results  during  the  past,  the  operating 

'V--,  ■^-  " ‘S  .IT. 

record^ef  tl^  pJ^esent  companies  and  their  predecessors  are.r  . ^,3, 


‘Hi 


‘ ‘ t- 


■fe  oonsidered^  in,  periods  as  follows:  ^ 

^ T,  ''  , 

l*3ors0  Car  period;'  frpm  1860  to  1890. 


SJ.  , , -a 

2*‘ Period,  of  Blectr -float ion,  1891  to  1898. 


:>!■'';»  iii 

S3--  ■'^' 


^ 3,  operation,  1898  to  * 


;t*  !&• 


r-iX ' a 


'4. 7, period  of  Commission  controls  1907  to  1919. 

'■^-  sV-’  'j.  07  Ht 

5*^ Period  of?recent  rehabilitation,  1909  to  1919. 


< iHSi 


W^5%yi.  the'^!  surf  ace  lines  .developed -as  follows^  (expressed  in  round 

‘“TSfiy'V.  •■v>««.;tr  «,>  ■ 


uring  the  horse'^car  and^electrlc  periods  respect ive- 


:w  ■/* 


i,  Hoi^e'' C ar  Period , rYear  l^O^V 

M5/illes%f  single  track  owned. . . . 292  miles. 

Investment  •••.»*».«•«.•.  •,"? . • • » V'»  • • • • » . . .$16 ,086 ,699 


' ji4-’  ^ ' 


"b”!] 
fK  - '''M 
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Warnings,. perrmilej  of  single  track. . ♦ ♦ . . .|17 ,000.  ,, 

Investment  ratio  per  dollar  earned.  • . • » .$3.22 . j 
v^Investm©^^  track  owned $55, 000*  ^ 


W'v 


(-Vi'jr.™ 
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.v;^.  • ^ ,4, 

rfi  ■ ■ I- 17'  ' ' ^ ' ■ ^ , ',  < '^'k'  « /iH*i  '^'V 

Mfi6*  ^ 

oiwniwga  pe#  RdJe  °?  ' " 

a*  Het^investiajant  per  luilo  of  slaajgle  treck  owned. 

Pi!.**'''  '.-.m.j'^.'i^*?^  'Ifijl  I M 4 a a . •’  6 « 


Sienda''' 

m ' '^1 

'>1^ 

.?fl5o3  Joillea-, 

;62V732,850 
,34,  400. 

3.71k 


^p:,  -T 


tXpkX^Ai  _ *« 

' ',.:i^  ' ■ '^i'’  « - '19'17. ...,»».  • ^112,400 

tf.  ifialnienence  ^quiproent^per^W  mne,19^ 

Maliitcnence  of  wi^r  -and^atructures  per 

Total  maintenance,  percent  revenue .3919  16.57^ 

Weighted  average  percent ijeari^d  on  net  Invest- 
4’K?aien€  (not^lncltjding  any  reserves  for  accrued 

depreciation  or  otl^r  contingencies),  a- fin< 

Accrued  deficiency  in  earnings  under  assumed  ^ 

'"7  f percent  pirldr  earnir^js  (applicable  to 
t '.  interest  ^dividends  , reserves  ai^d  surplus ) , 


iBteresi  ]i:oiyia©i2u»,x uo^A  v^o  #y  . - g 

1891-1919 .. ; . .>  » . . . r.  • • :•  • ••••••  y f34,9  ^7  , 

tlS  beginning  and  during  tbe  period  of  electric^  opera- 
i^i?^^'So^il4,936i[371  i^^  plant nvas  discarded,  representing  over 


'il?.  --Up-'  r'’  ■■  -^'  IT  ^ ' 

of  tbe  originalVinvfsWnt  in  horse  car  roads.  Nearly; half 


[■ . a " ■"* 

the  eight  year  period 
^tended  o^e? 

v 4ia’4unz  >.  n '9  ._P*  ^ M X ^ 


. 200  Idllj^i^irtriick  .nd  iao’mlles  of ‘new  rail  was  laid 


r‘  '.^i.  4^;^'  “*  ^ 

*8tatii8  of  Records  •..During  the^  first  or  horse  car  per- 


tiod  .th?reoordTaVailahle  were' the  ,imual  reports  of  the 

5i  ' r*  e ' .... 


h, , - 

-S  State^'Engln^r'^an#Surveyor  covering  the  period  from  1860 


^ Railroad  Coimission- 

/i"  ^8  Were  u8^from^'l884  to  1890h  i^Buring  pie  electric  period 
^'''-'  of ■ operation  the  re'^rds  used' were  the, annual  reports  of  thet 
®"  State  Railroad  Conimissfon,  1891  to  1907;  and  thereafter. 


X- 


the -more’ ^lete  retorts  of  the  ^hlio  Service  Coimniss ion 


‘■>-\ 


Considering  these  various  records  as  regards  the  ac- 
covmUng  detail,;' it®i^  clear  t&t^the  peri^'durl^  which  the 
records  are  moat’'*'dependahie^s  that  of  the  Public  Service  om- 
^ mission,  1908  lo  1919  .^-Howe\2^' ji^t hods  of  * the^  present 


>v  '•> 


ffw  I.  , ^ 


sVy'"  ' ;i 

%'^'l 


m:.  * 
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accounting  organization  of  tho  Company  are  believed  to  approx- 
imatc  those  of  the  Public  Service  Commission  and  provide  sub- 
stantially correct  detail  as  far  back  as  1903  or  1904,  except 
for  the  Coney  Island  and  Brooklyn,  which  road  was  not  acquired 
until  1914.  For  the  period  of  B.R.T.  tenure,  the  original  re- 
cords are  essentially  complete  since  1898  in  the  form  of  ledgers 
journals, cash  books, vouchers, directors*  minutes, letter  books, 
annual  reports,  etc.  Prior  to  that  time  the  State  reports  can 
be  verified  for  the  most  part  from  the  same  sources, except  for 

some  few  years*  Taking  the  entire  available  record  and  cons id- 

/ 

crlng  the  fact  that  the  propei^ty  since  horse  car  days  has  grown 
two-thirds  larger  than  the  then  mileage  and  the  value  over 
three  times, it  is  deemed  reasonably  certain  that  any  errors  in 
the  earlier  years  would  not  be  of  great  importance.  The  entire 
history  of  development  may  therefore  be  regarded  as  fairly  sat- 
isfactory even  prior  to  the  present  Public  Service  Commission 
period,  and  the  results,  therefore,  a fairly  good  index  of  the 
actual  history  of  transit  operations  in  Brooklyn. 

Accounting;  During  the  entire  period  covered  by 
this  study, the  accounting  practice  varied  considerably  with  re- 
spect to  treatment  of  loss  due  to  superseded  property*  Since 
the  present  method  of  accounting  was  established  by  the  Public 
Service  Commission,  in  1908^  the  original  cost  of  all  property 
superseded  has  generally  been  credited  to  capital  and  in  effect 
charged  against  income  for  the  year  in  which  the  property  was 
aupeiweded*  (Exceptions  noted  in  case  of  C,I.&  B.  prior-  to 
B.R.T. control)*  Thus,  this  method  as  then  put  into  effect  would 
result  in  obtaining  the  true  net  cost  of  the  property  actually 


i*'* 


- ■ ff  '!  f-ijt^ 

IT’  '■v'  , ■^: 
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JF»-  g.-.  . 

InWxlflWttce  asTB^ioim  %y  «fpci:^«tuttl(  ixiventpry  * ^ 1908,  . 

['•  • ,,  ■13^' „ ' ^ .. 

s‘  .ho«eV6r*;  this  plan  was  not  followed  in  detail,'' except  perl^ps 

■ ' ' , '=ai  'Hi  ^ ^ ^•'  , , ’'■' ' 

f or  a part'"  of  " the ‘’period  of  the^preseht^'B.R.T.  accounting  ed- 

Ministration’.  During  the  early  years  of k electric  operation,  cred- 

i its  to  the*^’ amount  >of  the  sale  of  property  or  salvaged  material, 

^ 'and  not  tlfe  original  cost  thereof,  usually  constituted  the 

V<  torihcipal  reduction’iin  outstanding  road  and  equipment  v investment . 
**■.  ■il^  ,,r  --J  ^ 1 

iialtiiShould  he  said 'that  prior  to  the  Public  Service 

, ' ;i,  ft!  ' - ' 

electrified  surface  line 


B*®^qimis.s ion*  a Jurisdiction the  ^7 
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^piWerties  w^  not  yet  old' enough  to -suffer  from  serious  super- 

'*8eaaion,^%x4  theref^^^  the^d^usted^road  and  equipment  acco\mt 

^ \ 

•Should  i^^nish  S reasohahly  fair  measure  of^  the  actual  Invest-  “ 

iyv.Vment^n  electric  properties  from  year  to  year.  But  during  this  ; 

' ' '■'  . > ■''  - - /'*■■ 

Ppirlod  '^)f  ele'ctriflcation  there  occurred  the  maximum  supersession 

-i  ' - .wJ’*''  ^ 

% df  us  eles  Si  horsed  car  plant  only  a,  portion  of  which,  however, 

' ' " ' ' 

^ was  actually'^ written  off . %Thua  a large. amo\^  of  superseded 

iM#’:  ^ ^ 

T property  s was  retained  in  the  slnvestment.  "V 

j:  ‘‘'.(T-  V.  'f''  -r  ' 'Ur’*'* 
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In  theifbllowlng  pages  the  results  of  the  historical 


^^ovaluation  arei Vet  forth  on  two  distinct 'bases , via. gross  and 

'■'W  'j*'  --  • " ^ il*'  ^ 


-iSY  netivaiues.  and  ^iseuaaed  separately. 

■*■  «-.»¥*“/"  /.[  „ 

OF  HISTORICAL  gVALUATlOR i-  '' 

"■^RDSS  VALUE.  TOTAL  CASH ‘INVESTMENT  IN-PLANT.'" 

^ Basis  of  original  cost  ,'or  ^the  actual 

cumulative  cash  investment  in  property^ 
^'2  - to  date  determined  from  book  records  • 

■ of  actual'3groas» capital  additions  to 
H road*' and  equipment.  This  , value  entire- 

v.^ii  “ Iv  independent 'of  security,- Is  sue  s.f 


fA. 


By  this  method  the  actual  gross  Investment"  in  the 
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m , 


w^'  ‘rrr’” "'  --  - ■ ,jj  « » 'i.,.-.  " ■ w- 

.“'  'plant  as  acoumilated  from  year  to ' year  is  , determined  from  the 

Vr  i ^ ' " «'V 

^ certified  recoil" of raddlt ions .and  betterments  , to  road  and  equip- 

, a ®-  P “*i>  . sjVi-'.v.,  . ifj^  *' 


I A, 


HI 


*■>/  ’MU  He**'..  ; , -y  :*...  ‘ ;■"’ «*-f| ■*■■«<''  1,T( 

'’Bui^v  gcnxt inland  ^ add  aSi  of  each  year 

. « ■ .^  r ^ ^ *lt  WM*  ill  ^ Aa4*Y1A1  AAfiVl 


where  weceasary  1;,o  a-hasi  actual  cash  Invest- 


Jf.. viv  and  Bd 

%■  ' ■ %;■'  / * '■^'  ^ 

^iniraient  In  i>hy8ieal  plant;  excluding  in  certain  years,  the  value  of 


securities  issued  to  acqulrcApredecessor  *6r  suhsidiary  companies. 

'■•■•■.>>  ' T ■ - ■ ■ I ' ' fr'  ^ ^ ^ ''•  . — , ^ . Ih 


IXn  Other  words,  hook  additions  to^’capital  represented  hy  other, 

:r  fl* ^ - 

^tlSi7actual  expenditures  for  additions  or  hetternwnta  to  the 

r,  ■ ... 

Physical  plant ’were  not. included  and  no  credits  whatever  were 
.R’^made  for  properties® retired  from  service. 

' ■-'•  ' ■IftiTjdQ-'’'';'  . ■.  gi,  :■  t-  ^ 

S' Actual  Plant  Investment . The  cumulative  cash-  coat 
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bUfi:hout2the  entlreiperlod  of  horse  and  electric  operation  on 
-■'  the  Vbove  deacribed  basla  of  adjusted  gross  value  Is  fovmd  to 

. This^'  indicates  the  total  amount  of  actual  capital 


#77,665,333.00 


mm-:  . - 'f^ 

Sf.ja,  m Since  the  total  investment  in  1B90, 

' ^^-  tvae'^pniy  #16, 089 ,699,;' capital  expenditures  to  the  amount  of 

#61,675,634'2ss were  made  since  that  date 

m'  ■:*&..  ^'='  ' ' 


Percent  Earned^  on  Investment : AgalnsS^  the  gross  in 
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vestment 'Johtained. year  hy  yesr^in  the  above  manner  may  now  be 


'v  ' :,4  - « - 

— ^%'set%own  the  a Income  balance  from  each  year*3  operation,  to 

V,;.  ' *•  .•■  _ .'"  _ .'TO'  ‘5 
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r;  obtain. .the  apparent  percent  earned  on  the  investment.  This 

I'  ■-■  .^w,  IkJt  ' "'"‘if  m ' 2 >''*-• 

iij.f  ;■  ^ 'I.  W 

income  was  taken  as^the  balance  of  earnings  after  payment  of 

V j-..  Sr:  " .V 


m *-=  '■  ■'Si’i^Bpr  --  *’■  '"•  ■ 

, Operating  expenses^ ^taxes,  rentals  and  other  deductions  as 
sliown  by  the  companies'  operating  statements,  .except  loss  on 
. 1 superseded  I property.  Pig.^>lB  shows  this,  annual  record  up  to 

^ ‘ WK  JA^u  1 . . a ' -V-I  I • b’  1.  . . *1  * A I 


, ‘‘-S;  * 1890,  the  returnvfluctuating  between  wide 
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limits  and  ^adually 
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ife  descending  from  1875.  to  the  beginning  of  select  rifle  at  ion.  Tlie 
average,  results  are  followst^i^JPwf;;.^.,^.. ,,. 
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189'X-a9%f:r^t^4  , 

iSese  percentages  reflect  djnly.,.tbe,ammal'i rate 


fm 


for  surpl«ae»  or^ deficits  In  past  years*.! 

i'  '■■-  ■ :•■  ■ ■ IL  ,., 


r without  (^ciamulQt 


described 


(i*ar 


If"  acSsomlated, deficit  compateh  w the  theory 

'7iti  the.  following  plan,  Jet  Plaht’  I^^^  the  sum  total 

^'  ' ■■  ■•  '■  Ji'  '■  ^ •“  *"■ 


j^vtln^cialri'Osjiltsto  date  fouM  by  adding  the  accrued  deficit  'r  r^  ^ 


dfl  ■•  '!(  "mti’'  ■'  W - •■  ■ 1 «-  1_  i'""  '’' 

•to  the^gross  value  above  stated,  will  be  approximately  the  Bum,.^ 

J,  '■■■  ' V-’i;,  ’’  ® . ,12  ■‘•■  '- 

5 f ound  by the  net  basis  -^via.  ^abou^  $98  J00,000,  assuming  seven 

oerceSas'V*fair  re^  on?  investment  1 exclusive  of  allowance^ 

for  accrued  depreciation  to  date.  ) , 

.’-  ■ , ■**  *'  ,,  ' 

NET  VALTK.  NBT  IlOTSmNT  IN  PHYSICAL  PROPERTY. 

^ ■'Obtained  from 'Gross  Value  by  deducting 
" ' v / d A therefrom  the  original  cc>H  of  super-: 
rf .^.seded  property  in  the  year  superseded , 

irvfUHwsrjNrtk.o  lifi +Vi<i  1 />fla  fto'fl.'l  tiftt  ©am* 
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and  chai*ging  the  net  loss  against  earn- 
ings j for  the  year. 
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The  difference  between  this  value  and  the  previo^ 

- ' ■ ,.J  ^ Q M-  J 

one  is  that  eompleted, depreciation  and  obsolescence  are  taken 
^are  of  through  the  renewal  ■ account  as  th^  mature  year  by  year, 

wait".'.  ".»'■  ' b . .'tt  t'  ■ fi*  'V-  2 

by  deducting  from  plant  ^accoxmt  the s full  ordinal*,  of  the 

Ij,- , , jj  ‘ iS  - '-'Tj}  ^ ^ ' ' ■'*  ' 

property  as  fast  as^lt  is"  superseded,  so  that  ^the,  Iwentory  a& 

-’-s®/-  ^ 

«'f'  of  any  date  would  show,  only -that  property  which  was  actually 

E-.'  yi  '^*■-1  ^ ’ 

■ ^ ^ 'i;  ^xiatence  at^  that  time  ^ Any  amounts^  salvaged  f ran  the  jaale 
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of^sorap'^BOuld  ie  credited ’to ^the  renewal  account. 

» - -M-  B 
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Considerable  ad  justmeSs  were  made  during  Wae 'period 

Ir-  if--  fc  ■ .1  ■■®'  «’ 

of  electrification  "^O.to;i^8,  in  order  to^^lte  off^the  -^4. 

IK  proper  amount  of  supersession  in  uaeless^horse  car  plant.  ThisJ 

■•'■  ' ' ■ '■  ■»«W'-  % «'•""  4 v'"'  ■‘* 'i'-*-' :#=  ’ , ri  ,wi 

an;ounted  to  nearly  |6',750;ooor  or  nearly  'oi»-hal^j  of  the  total^ 

•*'  , I'  SWiMs  3^  -i  . <5*^  o . 

■»uper3eSBlori|to*aate,"$l5t^936^3Vl,'  ...Of  theJ:?tter'total,  the  ' 'v,* 

1"  . iS&i .1 
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amount  alread£ wrl<^en  hf f . ^by^h^ compar  lea' 


f Inane l&i  y.esult  was  fonncl  by 
aEr^^lng  such;a  ffsir  rate  upon  this  actual  investment 

th®  various  epochs  or  periods  aa  compared  with  the  true 
incoiao  hil<i^noe  ofech  year.  ^ deficit  acpuimilated,  it,  was 
- carried  for^mrd  with  interest  at  the  assumed  rate  of  return  un- 
V'tll  a sufficient  surplus  was  earned  to  absorb  the  accumulated 
keflcit,  if  posefble  to  absorb  It.  If  a surplus  developed, 

: It,  was  also  carried  forward  with  interest  at  the  assumed  rate. 

Op  this  basis  of  actual  cash  investment  in  plant 'the 
■ ou^Rdlative,  return  has  been  computed  at  rates  varying  from  six 
to  nine  percent;  for  the  electric  and  horse  car  periods.  It  is 
dieemed  lust  .that  a higher  rate  of  return  should  be  considered 
during  the  horse  oar  period  probsbly  to  the  extent  of  3^  or  2 

:■  , BiP.  : 

’ j)erceht  above  that  for  the  electric  period  due  to  the  higher 
" ^osta  of  money  and  rates  of  return  prevailing  during  the  years 
after  the  Civil  War,., as  reflected  in  the  actual  security  rates 

then  prevailing. 

Accumulated  Def lc3.ts  ^ For  the  entire  period  of  home 
and  electric  operation,  and  on  the  assumed  rates  of  income 


listed  below 
Horse . 
Electric 


.the  deficits  were  as  follows; 

* 

f 

9%  - 1860-1875; 

- 1876-1890;,.  . 

,1%  - 1891:*' 1919.^  ' 

Accumulated  Deficit, 1919, 


Horse,  9?^  - 1860  - 1890;  Deficit, 
■ — " — ^ 8/^  - ” ” Surplus 

Electric, - 1891-1919;  Surplus, 

n . 75^  - ” ” Deficit, 

M k%  • ^ ” Deficit, 


132,276,749 

$ 1,642,580 
3,592,500 
8,841,423 
34,977,796 
85,402,038  , 


^Deficit  up  to  year  1913, 


surplus  thereafter. 
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-*S:' 


it  ± ■ r -ilif®  -i  '*r  'iV  '•  I . 


^borEi®  finariclii3;’  opw^ions  on?®  i 

, •»  . .’  .'  - L ja  ' iu . oitt  '■  -aiVilni.  ^ _.'■. ' . .1^  Be  . ^.  : -* 
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Pl^ 9 •8*^pfi2i*c-<>xi,t “ ihc om©  b«al8  with  practically  ho  deficit  or  surplus 

“.«if«SS“i)otfi»S51rig  of  el«ctrlticaiti6if-ln  1890.  .In  tlae  same  way, 

' '*'’JO.  ■**  ■ ■»  ' . ^•'  t ' ' 

^Srt'rlc  operation  his  Resulted  In  a' oumulatlre  Income  rate 


.'<’1  & , 3k’ 


?r^betTjeon^^6  and  7 percent  7^ 


'-f't 


f^^The  tihie*^' average -vX^te  is  obtslnable  by  interpolation 

. - ■^\h.  "'  C ,3 


from  Fig i^  J2,«whlch' shows  6.10fepercent  actually  earned  for  the 
* eleKrfc.^eh^^  this  same^  curve  it  is  shown  that  the. 


S-'i ‘■Sifted rate^earned  - 6»60  percent*  - if  con- 

S^eretswio  be  a fair  income  rate  throughout . the  electric  per 

' ../■-.'■if.  Gl- 


would resulted  ih  a deficit* to  date  cf  $18,000,000. 

'■  ■ ' “ ■ ' ”■  ' ■"'  “■  iji-  ' ' ' TO' 


As  Sliming  the  above  9-8-7  percent  r^e.  J 
¥dao'aa  fair  Income  rate  basis  diirlng  the  entire  horse  and  *eiectric 

i';il'.'' ■ ' AHikhf'^  ' ' ‘*,  ' lit  ^ ?S>''  ES--'  * ' 

berlod*  the  intangible  element  of  value  resulting  from' the 


accrueo* deficit  determined^herelh  oh, the  mt  plant  basis.  Is 

'^ask^lollows.-'^ilfe:'  , Ofii  Kfflieii.  :;  ;f  - 

Value  of  accrued  deficit^  • • • • • ,276 ,749 

■*■•'  On  a " "*‘ 
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,.def  ic  it  wbec  omes  s m\; 


lU 


'j^'  Uet  Plant -^Investment  of , . . i.f . . -w^*  62^752,850 
Total  money  involved • • i*. « » • • t . • 95,009 ,599 

IHfc  qonsldering  only \he ^electric. period  with  seven  per- 

" 0"  '■'■  ‘'■'  *t-  '■  ■ <;,•■  ^ iir-_  'i'  ' ' /■  r m, 

^ent  as  a fairf  income  rate,  the  intangible  value  of^the  a^rued 

i.  -war  - ^ - 

V Value  of  accrued'^ deficit , , #1  *••••»  $54,977,796  * ' 

' ^ On  a ' , ' . ^ 

Plant  Investment 
Total  money^  involved  w . 

, ^ pepresent  an  element  of  value  to  which 

...  -v  ’ ■-'  ^ ...-, 

^ihe  surface  line,*  companies  may  ;justly  claim  equity  as.  a con- 
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SPS  ■'  - ' ffl- - '' 

m sideration  in  a present  rate  case  determined  under  t^is  his-ji 

iSSik-/.  ' j^r. 


V^i  Ibi  I -.A^  i-  ^ - — 


jpeneiP^la  bnly>  fts  slicw  n by  ,i>aat  ciperatlona.  And 
inobJK^TdUring  these,  years  provided  no  margin  ^ 


- .1 ,-  M 

, i'-' 


fj^r^ne^erve  XiaiidSjfor  deferred  renewals,  forjjamortJ,zing  accrued 


L\d«feec lat ion  ^ 03>  for  ether ji. cont Ingeney  reserves , work Ing^caplt al , 


etc^^^^  eiebiric  period  an  average  of  15*77*^  of  the 


grdas ’®®^3Lngs«^^repr©sents  the  actixal.  expenditures  upon  the 


:5V 


f;: 


itebyaicaiVproP®^^  ®®  reported* 


^'■'fhB  'CKmp&m  also ' charged  off  0.8-3  percent  more  for  extraordin- 

• (u. 
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^ vary  yengwals  and  amortization  making  X6*6  percent  total  for 
wAn  addltlonai^ amount^ Of  2.68  percent  was  further 

■*'*''  ■ .•  kL.i.....Lu  ' ■ « ''d  r-  '■''‘ifii 

‘ r ..‘ijTH--  ' .«  • ^ 

iihargedf<aff|la  'tliis^s  foaa  on  other  property  super- 

r^s^aeded'  not  * otherwise  accd^mted  for,  making  a final  .total  of 
' ■ '''  ' If- , af  ^ ^ 

19pl$  percent* of  the  gross  earnings  charged, ^ off  during  the  ^ 

a:  ■ " 

^eie'ctrlSpariod#  ln*the  adjusted  count  a.  it  is  evident  from 


fir  s$;r^-^?pr  ’j^  ¥m 

the  experience -"With  other  properties  that  even  this  relatively 


J;  y ; 


gh' percent  age,  Was  ihadeqoate  Ho  provide  for  an  amortization 

^ , ' • ■ . . » , - 

fund  for  the  retirement  of  the  unmet ured  renewals,- or  accrued 

;..'  ,-7-  IS,  -1 


-ijp:  B.  , ^E-  . -L  5»..  ' ^ . 'Ilh  r.,n,. ■, 

depreoiat  ion  as  of  any  f uttire  date 


■'I'-. 


- If  ,th^^  conditions  impdaed  by  tl^e  assxxraptlon  of 


m 


l>e9i?«<Jifl^t*ed  i:iVaiu0  today  as.  aibasls,,  Of  rates^  becomes  valid  and 

- ■ iM  ■ :f  %.!  .V.  «'  ^ , . w*-' — w; 

flihe  Company  were  required  to  underwrite  the  accrued  deprecla-  ^ 

''Hi— ^ 

o it  wquW  Iw^vo  been 
■ineoessary^f  or  «lt^to*-lmyp^e^pj^^  _3.85  percent', 
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Uli ;; 


'■  v.i-' '.-.v  • 

ilMlW(illfa«iWiiiih>iilAw><«^in~ii  liii'iiririTr  ^^^jaagawni--  cai>-. 
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j or'  to  * 83 ; 
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p* ■''  io^dl  ^ or'  to  * 83 ; pt 

rinvmntmGnt  .*'  Siiteh  'itti'^aadltloiial  ,appir( 


jl‘j ' . ' wji-ji' ^'' ' ' '■  *' ' V ' ''^  ' ' ’ ‘-■^-'  IT  ■■ '/  >r  7'.'  ji  ' 

■'in’V»^tm/i,t »*'  Suich  ■■^■■*t^41tlotiaX:,,appi^^ 


s tlon  iiould  reduced  the  ^ 

\J^i!''^.  -’i:  .t^.::.  'fc'  uni'  '^-  (f  , ' 


aurplue  - deficit)  tO'fr5*.27lpercent  on^-tlae  not  In^ 
^^  fi?©stment*  Tfciis  Wy  *fe  regarded  aa,;.tne  ^iltimato  fln^clal  re- 
sult'*'of'^th©?above  assumption  of  the  Depreciated'^Value  basis . " 
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K JsSfiiii, , 
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OTte 
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^&«4^^^^i(i,il<tie*ri)jiportanoa,  of  a proper  conception 

. -t^ji  1 XA. w . 4 a ■PtrwS AWiAnt. '.i>  'll  “*'  ' ' ■ 
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of  renewal 


liability  ^8  funaainexrtcl.- 


•ffv 


.H 


iSJ  - ' '* 


& tnie  ;‘co8t  of^earvl^^  an  eatatlis^d  ” going”  _ 


,,^Wor  etable  propc'rty*  wM'oh  sho^t  be  borne  by  tbe  Public  as 

iiofrthe,  year 'in  which  the  eerrlce  la  rendered,  comprising  the^ 

u;®’i;fouo»W':ttisSass  -i  , 

i^‘^®‘'®^i^Opcratl^lWen8?^*incluain^  noMial  Maintenance  o^ 

f '.I ' ji'''**'":'.  - 

renewed.  (Renewal^^fimd  ^ly). 


■ipijilSi^'^ReaeiP'i^SCi^  amortlcation  of 

introduced.  Into,  the  inyestme^  by  reason  of_^co8t^. 

' Fair  return^  bn  money  represented  ^ a^^ut^l^ln^pro-' 

"■"  - ftctueCL.  investment  ' 

^iaucing  tlie  service  dividends. 

1.,^^  ''#1*1'.  .(.'I'  III  «■'  '■■  '1^. , 
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- SnrpiAXS  for  contingencies^ 
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^ tose  elenents  dO-*not  in  the  true  eenae  cover  amor- 
'u^lw'ti'cowenafte^th^  for^hephrlnkage  or  decree 

'ii-*,  , Altn^’ln  4tore'eai8ting4t  all  tinea  due  toiunconipleted  de^e- 

i*.  J'./OL  V -m  ■i-  3t  ■'  ■ ' i*  ' ^i'.'  ^ 

^ ^ 'i'  - * - --  ( Other  than . renewals  or  c y 


'Which  hv  using  the 


fit  the  'ao-oXlled' '’payidS^".,:plan,  which  by  uainljihc,  f'^lbS 


a 


^vlce^to  the  Pi*ilo  air|tis»,'fbecau|e  each  gene  rati  ^ would 

IW:'  . iT**  '.  :t!lll>',  >ll'  . lij^-  'a'-Wi-  S*  lil' ' . ,'_  '’.•  ? 


;T<*  ■''■**»■■  >1{"  , 'W  •;^-wi-  ti  gi''  ' -'w  ,■  - 

than  pay  topfull?  forjthe^rvloe 


.j.jm  ^ ^ 


-.,  4fS.  . on.  KQ ’-"rtir*  40  vears^ 


-?..t 


■/'JESS.'* 
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thet^e . df  the  ‘b'uMeJ:. 


o/  c¥sWS®S,a-'"p^^  to“^the  weariiig  ^^1  parts  -r. 

'renewed.®^  In  a Wholly  new^  property,  the '^pay-as-you-go  plan  evl«- 

j?'  4(ently  would- work  injustice  later^^aajfew  renewals  wotzld  siature 

^in  early  lyeers,  and  in  fact,^^service,,toda7  is  suffering  by 
, -.  .-1.  i*  • K 

k reason  of  the*bTirden  of  former  years  not  beingijfully  paid  for 

..rr  v '"'  . , ^ 

' tbv  the  users  of  the  service  then  rendered#  In  the  case  of  the 
4 Brooklyn  syatem'^Hhe  gross  investment  to  date  represent ing-* new  ® 

'%-...  . jj  ^ V H.  ^ 1- 

'/^lectrl'ciplanttlnstalled  sincejil890,  (part  electrified  horse  ^ '., 

da.r  lines  and  the^ balance  new,  elect ric_ plant)  amounts  to 

'^■■^*1':'  -VI, 


m 


M 


practically/ the  total  not  investment  to  date,  i#e#,  the  equlv** 
??^jileS^bf^theMcht  investment  of  1890  has  in  fact  been  re -.‘3 

tu 

iv  placed ^hy  new is  It  is  .evident,  therefore,  that  rc- 

^ 'IT  . ' ■ I,  ^ w i'J'' 

newais  should' properly  have  been  partly  funded  dating  frsni>  v*  , 

. • ■'m 


wa^u 
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m }■  .'rg, 
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'■vtlie  beglnning"of  tjelectrlo  operation, i»t  least  as  soon  as  earn- 

■ “ leiw 

tThistaiMassumea  a continuing)  and  protected  investment# 
?!  For  an  t^rbtsct  such  as  .would  result  from  the 

forced.:t'erniination  of  franchise,  forced  sale,  6r^ forced  apcept- 

:■  JF^‘ ■ i . "«  , , 

anoe  alfj:Depreclated  Value*without  compensation  for  prior  losses, 

>.  ,F  f"'-  f , 
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id  it  true  costrof  service -baaed  upon  an  ^'equalization  of  burden  from  - 

m *:■  ^ 


decade  to  decade  should  include  also  a further  and  additional 

„ ^ , ti  .V,.  .A 

reserve'" for '^amortizing^^^l^^  acci»ued  depreciation  in  favor  of 


lift 


i:*ibvjih0  Investors' 


by  the  time  that,,! the  Depreciated  Value/,  is jbeld 

■ • 2’  ^ .lA  ^ *' 'ja  a.  <*-  *1  Ji  '^ ''  ‘ ' ^8He. 
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to  ,be  the  prope];vba3is,rfor^ratesi*  lf  5S0  held# 
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,354. 
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Company's  actiial  Renewal  Policy t >,  The  issue  thusj~^ 

--t  :j  ^ 6J' : iM  <’«  f^-  ®*" .:5 

sharply ^drawn ^In  the.  foregoing  discuss ion -between  the  two 

distinctive*^ plans  - (l}^ratesrcarrying  Renewals  only,  or 


> *" 


ife 


r-'*  (2 ) , Renewals  plus  Accrued  Depreciation,  .directs  'attention  to^^ai 

-t.  ...^  


' ',11. 


Ilii 


'*’tltie  aotuai'''^ippt4<^ai■l'cm.;■i^' tliefpre80nt-c&86»®  'Eae  tTia' Co^tjpftnfc 
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> ' 'pt*  - - ‘■>'.'.*^‘SlfiK  inEJ  *~M 


ieldcy 


OT'. 


'V.' 


The 


i'Tj 


nbe  a 

-— r~^ 


, . 

fl^nclal  history  of  the  combined  surface  line  system 
Kdurlng  the  period  of  el^trlc  operation  indicates  that  there 

. . .I-*"  - ■ *%•.  . - K.  , . .'■  Ifc,  2 

s«i''  ^ T 

%as  actually  expended*  a total  ctf'«|59;251,941  for  So-called 
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Lr«  IS  percentr  from  1908  to  1919,  about  18  percent  | since  1915' 
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isfflin  addltlon^t^  this faVerage  appropriation," however, 
there  were' al SO'  charged  to  surplus  certain  items  of  so-called 
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’^42:114.000*  Which  were  Hrtually  renewals  or  extraordinary  „ 
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""repia;cejnent8,^'aM  also  since  1910,  "Amortization  Elsewhere  Uih* 


V^wdSiis '"expendit^e  cine ludes^  then  item  of  cleaning  and  sanding  > 

' track , *^bnd  remov^^  of ^ snow  and ’Ice,  which  isr  not, strictly  a 
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maintenance  charge  in, the  'sense j of,,  physical  reconstruction* 
t'  it  also^  includes  Maintenance  of  Elevated  System  during  the 
* short  period^  of  lease  to  the  Brooklyn  Heights., R.R., Expressed 
in  percent  of  total  gross  earnings  the  difference’' between  th©  t ' 
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percent  reserve^wlth  and  wlthout^he  elevated  operations  will  4 
he  relatively^  immaterial  to  this  discussion. 4 
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provided  For”,  alsout  $910,000  ^ loss  on  property  super- 

seded* These  items  raised  the  above  average  figure  of  15*77 
percent  to  16.6  percent  of  gross  earnings,  including  actual 

charges  to  Operation  arid  Surplus. 

If  the  seuTie  plan  had  been  followed  prior  to  1908 
of  charging  to  operation  loss  on  property  superseded  in  the 
past  as  has  been  done  in  the  historical  studies  in  obtaining 
net  investment,  the  annual  charge  for  total  current  upkeep  would 
have  averaged  39 *18  percent  of  the  average  gross  earnings.  This 
last  figure  covers  a loss  of  $9,673,383  from  1891  to  1919  which 
was  not  charged  off  by  .the  companies  but  was  deducted  from  net 

income  in  the  historical  studies. 

If,  now,  10^  of  the  gross  revenue  is  assumed  as  a 
fair  and  reasonable  proportion  which  should  have  been  expended 
for  maintenance  only,  the  total  amount  so  expended  through  the 
period  of  Electric  Operation  was  $37,568,977  it,  exclusive  of 
actual  or  estimated  appropriations  from  surplus.  On  the  basis 
of  10  percent  maintenance,  the  weighted  average  amounts  appro- 
priated for  (a)  Renewals  only,  (b)  Renewals  plus  charges  to 
surplus  and  (c)  total  with  estimated  loss  on  superceded  proper- 
ty during  this  period  were  as  follows: 


^Including  Elevated  expenditures  because  of  difficulty  of 
separating  the  Elevated  Maintenance. 


i; 
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(a) . 

1917 

6.77^ 

1908 

1917 

‘ 8% 

date 
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Putiire  requirements  for  Renewals:  An  analysis  of 
expected  future  renewals  may  now  be  made  as  an  Indication  of  the 
probable  renewal  liability  of  the  future  and  the  renewal  policy 
which  should  have  been -anticipated  in  the  past. 

After  depreciating  the  physical  property  in  the  manner 
fully  set  forth  in  the  premises®  of  the  appraisal,  it  becomes 
possible  to  predict  with  approximate  acciiracy  the  future 
renewal  requirements  for  the  entire  property  year  by  year  and 
the  annual  fvmds  necessary  to  meet  these  requirements*  The 
process  folloired  in  arriving  at  the  results  presented  in  this 
schedule  is  to  locate  the  end  of  the  life  cycle  of  each  class  of 
renewable  property  as  determined  from  the  depreciation  schedules 
used  as  a basis  of  determining  the  depreciated  value.  The  cost 
of  renewing  or  replacing  j^he  wearing  value  of  each  individual 
item  of  depreciable  property  is  then  set  down  for  the  year  when 
the  renewal  matures,  at  the  original  Cost  New  less  salvage  value 
as  appearing  in  the  appraisal.  This  means  that  whenever  an  item 
of  depreciable  property  is  renewed,  the  cost  thereof,  less  sal- 
vage realized  from  the  replacement  or  the  wearing  value,  becomes 
a charge  against  operating  expenses  and  income.  In  times 
of  normal  prices,  this  is  equivalent  to  a renewal  in  kind,  the 
accounting  result  of  which  would  be  that  capital  would  remain 
stationary  while  the  actual  expense  of  the  renewal  would  be  born< 
out  of  income.  Very  frequently,  however,  renewals  are  made  in 
the  form  of  a renewal  with  betterment,  as  a result  of  which 
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transaction,  capital  would  .be  Increased  by  the  net  amount  of 
the  actual  betterment  and  the  total  cost  of  the  renewal,  leas  . 
betterment  and  salvage,  charged  against  income. 

B.R«T. Accounting  Practice;  As  a matter  of  fact, 
the  Brooklyn  Rapid  Transit  in  recent  years  has  been  following 

K 

the  practice  of  charging  against  earnings  the  total  coat  of  a re- 
newal in  kind  regardless  of  the  original  cost  of  the  item  re- 
placed, even  if  this  cost  were  lower,  in  cases  of  renewals  where 
the  general  characteristics  of"  the  item  renewed  remain  virtually 
Tjnchanged*  But  in  the  case  of  a renewal-with-betterment , such  as 
the  installation  of  a heavier  rail,  the  betterment  has  been 
charged  by  the  Company  to  capital  additions.  This  procedure  is 
regarded  as  eminently  conservative  in  that  the  physical  Integrity 
of  the  property  remains  intact  as  compared  with  the  capital 
liability  against  the  property  in  question,  the  operating  ex® 
penses  bearing  the  additional  cost  of  the  renewal  due  to  higher 
prices^*-.  Whether  this  practice  regarding  renewals -in-kind  can 
continue  in  view  of  the  extraordinary  prices  of  the  present  time 
is  not  a matter  for  determination  here. 

Graph  of  Renewal  Maturities  t The  accompanying 
graph.  Figure  4,'  and  suppor'cing  table  show  the  result  of  these 


*It  should  be  said  in  the  above  connection  that  this  renewal 
study  reflects  only  the  normal  cost  of  the  renewable  property 
as  Included  in  the  appraisal  and  does  not  reflect  in  any  degree 
the  increased  cost  of  the  material  for  renewals  and  recon- 
struction of  the  present  time.  Furthermore,  in  this  renewals 

study  only  the  physical  property  existing  on  June  30,  1917,  is 
considered.  In  other  words,  the  operations  of  the  property  as 
appraised  are  considered  to  be  projected  into  the  future,  without 
expansion  or  enlargement  of  any  kind  both  as  to  investment  and 
gross  revenue.  - 


1 


'1^ 


■ 'Jid 


coinput atioxiB  as  applied  to  the  property  included  in  this 
appraisal^  l*e«,  exclusive  of  additions  and  extensions  to  the 
property.  By  so  doing  a proper  conception  of  the  complete 
history  of  the  preserit  property  may  be  obtained^  uncomplicated 
by  debatable  estimates  of  future  growth.  Prom  this  study  it 
will  be  seen  that  the  renewal  requirements  year  by  year  fluctu^* 
ate  between  wide  limits  due  to  the  fact  that  relatively  large 
groups  of  property  come  due  for  renewal  within  relatively  short 
periods.  It  should  be  said  in  this  connection  that  judgment 
has  been  exercised  in  arbitrarily  spreading  these  maturities 
over  a number  of  years  before  and  after  the  average  due  date 
of  the  group  of  values  In  question  as  would  probably  be  done  in 
actual  practice  in  order  to  reduce  the  burden  of  renewal' require- 
ments for  any  given  year.  E ^en  with  this  precaution,  however, 
the  graph  of  renewal  requirements  still  shows  extreme  fluctua- 
tions > For  exanple,  renewals  of  rolling  stock  mature  at  the 
maximum  rate  in  1924;  track  and  paving,  in  1927;  rolling  stock 
again  in  1932. 

If  these  renewal  requirements  were  tc  be  furth.or 
adjusted  arbitrarily  so  as  to  even  up  the  cost  thereof  regardless 
of  the  estimated  maturities,  the  result  might  appear  as  shown  in 
the  smooth  curve  marked  "Average  Curve  of  Renewals"  which  Indicates 
a maximum  requirement  from  i922  to  1927  of  about  $2,000,000  per 
year  original  cost. 

1.  l3’' 

The  diagonal  line  represents  the  curve  of  cumulative 
renewal  expense  starting  with  1918.  It- will  be  seen  that  this 
curve  averages  about  $1,300,000  a year  which  is  about  40  percent 
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of  the  annual  expenditures  of  the  last  few  years  for  hoth  main- 
tenance and  renewals  amounting  to  about  4^ >300,000  per  annum. 

Sufficiency  of  Renewals  Reserve:  The  average  results 
of  this  study  are  in  round  numbers  as  follows;* 

Cumulative  renewal  liability  to  1927 
inclusive  - 10  years.  ^16,lo9,768 

Average  per  year  , * 1,616,977 

Cumulative  liability  up  to  1937  - 20  years  , 26,755,968 

Average  per  year  • 1,337,798 
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^ These  data  indicate  an  average  annual  expenditure 

for  renewals  for  the  next  ten  years  of  about  9*2  percent 
of  the  1917  gross  earnings  and  a maximum  average  requirement  of 
about  11*5  percent.  For  the  next  twenty  years,  the  average 
annual  requirement  will  probably  be  8.0  percent*.  In  view 
of  these  findings,  it  is  considered  safe  to  estimate  for  the 
purposes  of  this  report  appropriations  of  8 and  10  percent  ‘ 
respectively  of  the  gross  earnings  to  cover  renewals  and  loss 
on  superaed  property  exclusive  of  straight  maintenance  repairs. 
This  range,  it  is  believed,  will  indicate  with  sufficient 
exactness  the  relative  sufficiency  of  the  Company’s  reserve 
policy  in  the  past  with  respect  to  provision  for  upkeep. 

Renewal  ReservS.r6^  Actuals  On  this  basis  of 


*It  should  be  said,  however,  that  these  estimates  do  not 
take  into  accoxint  the  large  increase  in  the  price  of  future 
construction  materials  as  compa'red  with  the  prices  paid  in  the 
past.  And  further,  they  reflect  the" results  not  of  the  future, 
but  of  construction  work  done  ten^  twenty  br  thirty  years  before. 
In  other  words,  renewal  expenditures  must  always  occur  one  full 
life  period  after  the  original  construction.  On  the  basis  of 
present  accounting,  the  exact  original  cost  would  be  charged 
against  the  renewal"" fimd , In  this  study,  however,  the  appraised 
values  are  considered,  which  may  be  somewhat  more  and  occasion- 
ally less  than  the  actual  original  cost,  now,  unknown,  „ 
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actu&l  charges  “to  operation  and  surplus  in  past  years,  as 
compared  with  the  assumed  8o0  percent  reserve,  the  apparent 
shortage  was  1,5  percent  of  the  gross  earnings.  If  left  unfunded 
this  1.5^  additional  reserve  would  have  amounted  to  14,680,000 
by  1917  - i.e.,  during  22  years  of  full  electric  operation  (1895 
to  1917)*  Or  if  funded  through  this  period  of  22  years  at 
fo\ir  percent  interest  compounded  semi-annually,  the  equivalent 
annuity  which  would  have  been  required  to  provide  $4,680,000 
by  1917  would  have  been  only  0*93  percent  of  the  average  gross 

earnings • 

10^  Renewal  Reserve,  6^  Actual.  On  this  basis 
the  apparent  shortage  would  be  3«5  percent  per  year*  If  un- 
refunded, this  additional  reserve  would  have  amounted  to 
$10,900,000  by  1917  or  funded  at  four  percent  for  22  years,  the 
same  size  of  fund  would  have  been  produced  by  an  annuity  of  2rl8 
percent  of  the  gross  earnings  through  this  period.  However, 
this  amount  is  very  largely  in  excess  of  the  estimated  amount 
required  over  and  above  normal  expenditures  for  renewals  to 
meet  the  maxlTmim  renewal  periods  of  the  future,  1923  to  1927 
inclusive, as  shown  by  this  renewal  study,  in  fact,  it  is  so 
much  in  excess  as  to  have  the  effect  of  reducing  the  future 
drafts  on  earnings  required  for  maintenance  and  renewals  to 
an  abnormally  low  figure* 

It  is  apparent  from  the  above  computations  that  the 
assumed  10  percent  average  appropriations  for  renewals  only, 
exclusive  of  the  cost  of  electrification  of  old  horse  car 


roads,  would  have  been  excessive  when  applied  over  the  entire 
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Ufa  of  the  electric  properties  to  meet  only  the  future  maxiinujj. 
renewal  peak*  And  in  fact,  even  the  8*0  percent  reserve  would 
]^ve  provided  mere  funds  than  actually  required  to  meet  the 
maximum  renewal  liability  of  the  future.  Such  a fund  if  estab- 
lished could  have  been  a compounding  fund  and  therefore  an 
additional  reserve  of  a little  less  than  one  percent  of  the 
gross  would  probably  have  been  ample  instead  of  1.5  percent. 

Expressed  in  percent  of  the  investment,  it  is  found 
that  the  weighted  average  investment  ratio  during  electric 
operation  was  |3.93  per  $1.00  earned  for  the  surface  raUway  pro- 
perties. With  this  ratib,  it  thu*^  appears  that  an  additional 
reserve  of  0.93  percent  of  the  gross  earnings  would  have  been 
equivalent  to  about  0.24  percent  of  the  average  net  investment. 

Adjustment  of  Renewal  Charges;  19^  for  Mainten- 
ance and  Renewals;,  16i^  Actual;  The  preceding  deals  with  actual 
charges.  However,  as  noted  in  the  historical  studies,  the  boois: 
accounts  have  been  revised  somewhat  in  order* to  obtain  ”net 
actual  investment”.  In  this  revision,  the  net  losses  on  all 
superseded  property  were  deducted  from  capital  and  charged  to 
renewals  for  the  year  of  supersession.  Althou^much  of  this 
property  superseded  was  built  during  the  horse  car  period,  some 
of  it  had  not  yet  can©  up  for  renewal  but  had  in  fact  dlst  ppeared 
through  supersession.  Therefore,  as  adjusted  the  Renewal  Ac- 
count reflects  those  of  an  old  property  rather  than  a newly 
built  one.  These  adjustment  changes  against  renewals  for  super- 
seded property,  as  above  stated,  amount  to  $9,673,583  between 
1891  and  1919. 

The  average  charges  to  maintenance  and  renewals  thus 


adjusted  amounted  to  19. 18  percent  of  the  gross  earnings e On 
the  prevlcxisly  assujTjed  basis  of  10  percent  for  maintenance  only, 
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the  remaining  charges  to  renewals  would  have  been  9*18  percento 

It  frill  now  be  evident  that  the  actual  cost, through 
the  entire  period,  of  bringing  the  horse  car  property  to  the 
present  status  of  an  electric  property  through  the  transition 
period  of  electrification,  has  probably  required  a draft  of  , 
about  nine  percent  of  the  gross  earnings.  If  now  the  small 
annuity  previously  found  for  meeting  the  renewal  liability 
or  the  future  renewal  peak  (e.g.,  0*95  percent  of  the  gross 
earnings)  be  added  to  the  total  draft  on  earnings  which  now 
appears  to  have  been  necessary  should  have  been  about  20  per- 
cent for  all  purposes  including  maintenance,  renewals,  loss* on 
superseded  property  and  future  renewal  liabllity,but  this  amount 
is  no  higher  than  the  actual  appropriation  since  1915  which,  if 
continued,  would  appear  to  be  sufficient  in  view  of  the  nattire 
of  the  fut^ire  renewal  maturity  curve,  to  meet  the  future  re- 
quirements on  a basis  of  normal  prices,  but  quite  insufficient 
for  present  prices. 

In  the  light  of  knowledge  and  experience  with  other 
similar  properties,'  it  would  appear  that  the  accounting' adjust^ 
ments  above  described  resulting  in  a total  appropriation  of  20 
percent  of  the  gross  earnings  represents  fairly  the  measure  of 
the  problem  of  normal  upkeep  on  the  E.R.T.  properties,  but  it 
is  also  apparent  that  on  its  normal  basis  of  income,  the  Company 
has  practically  reached  its  ecx)nomic  limit t,.  in  the  proportion  for 
up-keep  as  compared  with  those  necessary  for  wages,  service  and 
return  on  the  investment* 


Amortisation  Annuity  for  Dopre elation;  In  the  above 
discussion,  the  20  percent  reserve  specifically  excluded  any 
Item  of  amortisation  or  decapitalization^  It  remains  finally 
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to  show  what  additional  appropriations  would  have  been  nec- 
essary if  the  Company  had  considered  itself  face  to  face  with 
an  arbitrary  reduction  of  its  investment  value  in  1917  from 
Cost  ,New  to  depreciated  Value. 

From  the  appraisal,  the  accrued  depreciation  In  the 
B.R.T.  surface  lines  properties  amounted  to  $18,493,842  (ex- 
cluding leased  rolling  stock).  Starting  in  1891  when  electri- 
fication commenced,  it  would  have  been  necessary  to  appropri- 
ate from  income  or  surplus  an  annuity  of  0.83  percent  on  the 
current  net  investment,  to  amass  by  1917  a fiind  equivalent 
to  this  accrued  depreciation.^  This  annuity  was  based  upon 
5.0  percent  interest  compounded  annually  on  the  assumption  that 
the  fund  could  have  been  invested  In  the  property.  It  will 
now  appear  that  if  Depreciated  Value  is  to  be  the  basis  of 
rate-making  for  the  present  and  future , an  equitable  settle- 
ment of  past  operations  cannot  be  made  without  adding  approxi- 
mately 0.83  percent  to  the  so-called  rate  of  "fair  return"  on 
investment  to  be  allowed  to  the  owners  of  the  property,  to  de- 
termine the  rate  which  should  have  been  earned  in  the  past. 

It  has  already  been  shown  in  the  financial  studies 
that  the  average  "rate  earned  on  net  plant  investment"  after 
deducting  net  loss  of  superseded  property  during  the  electric 
period,  was  6.60  percent  on  year  to  year  net  investment,  repre- 
senting net  income  applicable  to  interest,  dividends,' renewal 
reserves  and  surplus  or  6.10  percent  with  accrued  deficits  of 


eo.rlj'S^e^TB  considered*  These  rates  obviously  were  insufficient 
to  provide  a fair  return  on  the  Investment  and  at  the  same  time 
insure  the  permanent  integrity  of  both  property  and  investment* 

Assuming  a minimum  rate  of  6*0  percent  during  the 
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electrical  period  for  affair  return** to  the  Company  in  interest^ 
dividends  and  surplus,  it  now  appears  that  the  rate  that  should 
have  been  earned  was  6*83  percent*  At  6*83  percent  earned  for 
all  purposes,  a total  deficit  in  income  of  about  $27,000,000 
would  have  accumulated  up  to -1919*  (Obtained  by  interpolation 
from  Fig.  2). 

Assuming  7*0  percent  as  a "fair  return”  to  the  Com- 
pany,  the  total  rate  earned  should  have  been  7.83  percent  at 
which  rate  the  accumulated  deficit  in  1917  would  have  been  about 

i ' ^ ’ 

$76,000,000. 

Conclusions;  Fran  the  above  may  be  drawn  the  follow- 
ing conclusions: 

First:  Past  Income  has  been  insufficient  by  about 
$27,000,000  to  provide  for  permanently  maintaining 
the  physical  Integrity  of  the  property  and  Investment 
and  give  even  a minimum  ’’fair  return”  of  6.0  percent 
on  the  net  actual  investment,  if  Depreciated  Value  is 
to  become  the  basis  for  rate  making. 

Second;  That  if  full  appropriations  therefore  to  a renewal 

t,'  ■ 

fund  had  been  made,  the  actual  ret\irn  to  the  owners  of 
the  property  would  have  averaged  but  6*86  percent  on  the 
net  actual  investment.  (6.10  percent  less  0«24)» 

Third;  That  renewal  expenditures  alone  have  risen  to  a 
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3 poirit  beyond  which  the  economic  balance  of  the  property 

I, 

would  be  disturbed  by  further  reserves  without  increased 
Income  from  some  source# 

Fourth;  That  if  still  further  appropriations  from  income 
had  been  made  in  the  past  to  accumulate  an  adequate 
depreciation  fund,  the  actual  return  would  have  averaged 
' 5*27  percent  (6*10  percent  less  0.83) . 
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